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The Breugels in Vienna 
How the sons transformed 
their father's legacy 
Arte, Page 11 
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No-nonsense premier 
with a risky agenda 
Page 13 


Public trust 
Is support for 
democracy eroding? 
Personal View, Page 12 


WORLD NEWS 


Zhu Rongji wins 
overwhelming 
support as China’s 
new prime minister 

China yesterday appointed 
technocrat Zhu Rongji Its new prime 
minister. Although the move was a 
foregone conclusion, the National 
People's Congress backed him with 
an overwhelming vote - e surprising 
level of support given MrZhi/a pirns 
to halve China's bureaucracy and 
reform Its state enterprises. Page 6; 
Deng's no-nonsense disciple. Page 
13 

Paris shifts over war crimes 

France has reversed its poBcy of ref- 
using to Jet members of its armed 
forces testify before the rttemationaf 
war crimes tribunal on ax-Yugoslavia. 
Page 3 

Bosnian airport ‘must reopen’ 
international envoy Carlos Westan- 
dorp ordered the reopening of the 
airport in the divided Bosnian town 
of Mostar for civilian traffic after local 
authorities felted to reach agreement. 
M3osevic pressed. Pages 

Czechs warm to Nate 

Czech popular support for joining 
Nato is growing, with 63 per cent 
telling pollsters they would vote to 
Join the western military alliance. 

Ex-fHemter wB not be charged 

Former prime minister Tansu QBer 
cannot be prosecuted on the basis of 
an allegation that she misused gov- 
ernment funds,- Turkey's appeals 
court rufed. Paige 2 

BSE 'being concealed’ 

Britain's public inquiry into BSE or 
mad cow (Ssease heard a fierce, critic 
of official handing of BSE claim that 
the epidemic appeared to be dying 
out only because dseased cattle 
were being buied on farms. Page 9 

Optimism over N Ireland deal 

A Northern Ireland settlement could 
win popular approval by the and of 
May despite pubic nervousness and 
the fikefihood of more violence. Mo 
Mowlam, Britain's chief Northern 
Ireland minister, said. Page 9 

Sick Yeltsin cancels meeting 

Aifing Russian president Boris Yettsm 
postponed a Commonwealth of Inde- 
pendent States meeting due later this 
week. Page 2 

CSfiton poS ratings hold 

President Bill Clinton's approval ret- . 
togs have held despite the latest alle- 
gations against him. In three pofls 
since former White House staffer 
Kathleen WIDey accused him of inap- 
propriate sexual behavioir, his rat- 
ings stayed wen above 60 per cent 
Cool head among the veterans. 
Page 4 

Brazi attacked over fires 

Brad’s government was criticised for 
responding too skswty as a vast area 
of Amazon rainforest continued to 
bum out of control. Page 3 

Secertty group faces further probe 

Defence System Umfted, a British 
Petroleum security contractor to Col- 
ombia, could face further investiga- 
tion after a report failed to settle 
whether ex-members of Britain's SAS 
regiment - employed by DSL’s Col- 
ombian arm - had trained local 
police m “lethal" operations. Page 3 

Sandstorm doses Cake airport 
Sandstorms forced Egypt’s Cairo air- 
pert to divert flights. The second 
storm In three days drove clouds of 
sand through the city. 

Hitter tenches Mb site 

Russia's first deputy prime minister 
Boris Nemtsov has become hta 
country's ftst "virtual politician' with 
his own web site. His internet page 
carries photos, cartoons, news of hie 
poftticai Initiatives and extrac ts from 
his autobiography. Page 2 


BUSINESS NEWS 


Chase Manhattan 

to cut 4,500 jobs 
and invest in 
bigb-growtii areas 

Chase Manhattan, largest US bank, 
is to cut 4,500 jobs and take a first- 
Quarter after-tax charge of 1320m to 

streamline operations, tt expects 
annual savings of about $4 60m to 
invest In hlgh-growth business. 

Ericsson, Swedish telecoms group, 

is considering moving its hsadquar- 
tara to London, it says high taxes 
hamper recruitment of top Interna- 
tional managers to Sweden. 

Page 15 

Deutsche Tetekom, dominant 
German telecoms group, is to launch 
a phone servioe that wW use the 
internet to cut call costs. Page 18 

Portugal Telecom Bfted net annua! 
consolidated profit 28 per cent to 
Es70.1bn (5376m). Page 18 

Hitachi, Japan’s largest Integrated 
electrical machinery manufacturer, is 
scaling back production of semicon- 
ductor memory chips in an effort to 
stem tosses in the sector. Page 17 

Bayer, German chemicals and 
pharmaceuticals group, has can- 
celled plans to build a controversy 
$1 .5bn plant In Taiwan. Page 17 

Wche&B shares fed sharply in spite 
of a 34 per cent Increase in the 
French tyre groin's annual profit s . 

Page 18; Lax, Page 14 

Costlnental, German tyre company, 
reported a 67 per cent rise in net 
profits to DM322m (5177m), helped 
by higher turnover, changes in its 
product mix and continued restruct- 
uring. Page 18 

Hang Seng Bank of Hong Kong tost 
chief executive Alexander Au to rival 
Standard Chartered. Page IS 

Lloyd's of London insurance market 
profits topped £1bn (Sl.7bn) for the 
third successive year, preliminary fig- 
ures for 1965 show. Rage 9 

B onwfl . Russian afl company which 
is to be privatised this year, is valued 
ttf between -$2^bn and $2.4bn, gov- - 
emment soirees sad. Page 18 

Arflmr Anderses and its sister firm, 
Andersen Consulting, appeared to be 
hearing for international arbitration of 
their dispute. Page 17 

LVMH, French luxury goods group, 
ended a turbulent year with a 23 per 
cent advance In annual profits to 
FFr4.53bn (5742m). Page 17 

Pernod Rican!, French-baaed drinks 
group, announced annual net profits 
UP 14 per cent to FFri.35bn ($220m) 
on sales up 13 per cent to FFr19bn. 

Japan Aktines is to write off 
Y154.6bn (51 .2 bn) and post a net 
loss of Y97bn to an attempt to return 
to profit next year. Page 16 

Creifit Stasse Is making SFr1.6bn 
(51-1 bn) to extra provisions and 
charges after outside management 
consultants and a new auditing firm 
reviewed Its problem loans. Page 15; 
Equities boost CSFB, Page 17 

Wdrde y of the UK, the world’s 
largest plumbers’ merchant, reported 
static interim profits of £1 24.8m 
(5208.4m). held back by sterling’s 
strength and a slowdown In the US- 
19 


Banco Santander, Spanish berk, 
forecast that earnings per share 
woidd double over the next three 
years. Page 18 

World Equity Markets 

The latest trends and data from more 
than 50 national martete at a stance 
Pags 31 -• 
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Israel snubs 
UK minister 
over visit 
to settlements 

European hopes for peace process are 
hit as Netanyahu cuts short meeting 


By David Buchan asd Judy Dempsey 
to Jerusalem 

Benj amin Netanyahu, Israeli 
prime minister, last wi ght can- 
celled a dinner and cut short his 
meeting with Robin Cook, UK 
foreign secretary. 

Is ffffp)} officials said the deci- 
sion was in response to a meeting 
Mr Cook had with Palestinians at 
Har Homa, site of a co n trovers i al 
new Jewish settlement in Arab 
east Jerusalem. 

The cancellation, at shtfrt 
notice, stunned European Union 
nffiefaig who said it was “a zeal 
slap in the face for EU efforts to 
revive Middle East peace talks". 

Mr Cook, who is representing 
the UK presidency of the EU, had 
hoped his Middle East tour would 
raise Europe’s profile in the 
peace process without wiring to 
bypass the key role played by the 
US. Israel has always been 
against the EU playing a more 
active role, riaiming it is too pro- 
Palestinian to be even-handed. 

UK officials said they were 
bewildered at the Israeli reaction 


to an arrangement the Netan- 
yahu government had already 
agreed to. “Can a handshake 
with a Palestinian really be the 
cause of such a Hj pinmnHn inci- 
dent?" asked one official. 

The decision by Mr Netanyahu 
came after a handful of angry 
Israeli settlers poshed and 
shoved Mr Cook and bis aides on 
his visit to Har Homa, telling 
hfm: **Go h ome and go to hell". 

Mr Cook had already given in 
to Israeli pressure by agreeing to 
be escorted to Har Homa by 
Danny Naveh, cabinet secretary 
and peace negotiator. UK nffiriaic 
■mid last night that the Israelis 
had been clearly told Mr Cook 
would go on to meet Palestinian 
nfflfrinio near the site. The Israeli 
foreign ministry accused Mr 
Cook of not sticking to his agreed 
programme. 

Afterwards, Mr Cook said he 
was very glad he went ahead 
with the visit to Har Homa in the 
face of Israeli protests. 

Earlier in the day, at a joint 
press conference in Gaza with 
Yasslr Arafat, president of the 



UK foreign secretary Robin Cook (centre) is surrounded by protestor s and Israel pofice during hfe visit yesterday to 
Har Ho m a, site of a controversial new Jewish sett le ment in Arab east Jerusalem. Picture: AP 


Palestinian Authority, Mr . Cook 
paid- "The T^ r^e ti pr e s sure was 
for me not to see Jabal Abu 
Ghneim [the Arabic name for the 
site]. Z am g ning i insisted on 
going. I am the tost European 
foreig n minister to Visit the site.” 

Israeli officials were also 
mrensed by Mr Cook's decision 
not to visit the Yad Vashem 
Holocaust Memorial and instead 
to lay a wreath at a memorial for 
Deir Yassin, the scene of a mas- 
sacre of Palestinians by a Jewish 
militia in 194a 

Mr Cook said he had come to 
Israel with the imaninutnR sup- 
prat of all 14 other EU foreign 


ministers to criticise Israel’s 
expansion and building of settle- 
ments as the first step to 
relaunching the peace process. 

"The European position is 
strengthening us against the con- 
fiscation of land and the building 
of new settlements,” said Mr Ara- 
fat. Nabil Shaath, his planning 
minister, called Mr Cook's visit 
to Har Homa, “a brave act of 
defiance”. 

Mr Cook’s visit has raised Pal- 
estinian leaders’ hopes that the 
EU can help push Washington 
into a bolder peace initiative. 

"We think the Americans have 
not been fulfilling their responsi- 


bilities. But we also believe 
Britain, particularly after the 
Iraqi crisis, has more influence 
with the US," said Mr Shaath. 

Air Cook held a shorter than 
scheduled meeting with Mr 
Netanyahu last night, at which 
he was expected to ask the Israeli 
prime minister why Israel refuses 
to let the airport in Gaza open, as 
agreed in the Oslo peace accords. 
The Palestinians have a trade 
agreement with the EU, but no 
gateway to the world. 

PabstfaiaBs disappointed. Page 6 
Wanting friends, Page 12 
Editorial Comment, Page 13 


Summers calls for changes over rescue finance 


By Stephen Fatter, Latin America 
Editor, to Cartagena, Cotambb 


Multilateral development banks 
should consider creating mecha- 
nisms for delivering emergency 
finance to countries cut off from 


private international capital, 
according to the US Treasury. 

Larry Summers, the deputy 
Treasury secretary, m a de the call 
at the annual meeting of the 
Inter-American Development 
Rank, which ends today in the 
Colombian coastal city of 
Cartagena. 

He urged new thinking "about 
the role of a multilateral bank 
when most of the bor ro w in g is 
done by countries that have 


access to international capital 
markets mast of tbe time”. Mr 
Summers told toe meeting: “That 
OUght to Tnren foCUSfalg Oh the. 
kinds of programmes and prod- 
ucts that can ensure that capital 
access is maintained when sur- 
prises hit - and charging market 
rates for that support” 

His call comes as international 
economic policymakers are 
starting to consider reforms of 
international financial institu- 
tions in the light of tbe Asian 
financial crisis. 

Speaking later in an interview. 
Mr Summers said he had no 
answers as to how such finance 
would be provided. However, he 
agreed there should be a review 


of whether toe multilateral banks 
could play a role in encouraging 
privately financed standby -cred-. 
its for countries. 

“Without a p res um ption either 
way, the question of how interna- 
tional finance can be used to 
leverage standby liquidity from 
the private sector is one that 
needs to be considered, as part of 
a wide-ranging effort to think 
through the post-Mexico, post- 
Asia crises." he said. 

The issue is of particular 
importance to Latin America, 
where most countries have regu- 
lar access to international 
finance when the capital markets 
are In a benign mood - but then 
face severe financing pressures 


in periods when that access is 
closed off 

Argentina has put .together a 
private standby facility from 
international banks of more than 
$6bn an which it would draw if 
difficult market conditions meant 
it could not raise money from toe 
international financial markets. 
Mr Summers’ remarks suggest 
this is an approach that could be 
examined in tbe review he is sug- 
gesting. 

In his speech, Mr Summers 
tried to set the scene for the sum- 
mit of leaders from the Americas, 
tnrhifting President Bill Clinton 
of the US, in Santiago next 
month. He said progress towards 
a Free Trade Area of the Ameri- 


cas - agreed by the leaders at the 
1994 Miami s ummi t — COnld JDOVB 
ahead even without tost track 
negotiating authority from Con- 
gress, just as the 196&93 Uruguay 
Round of multilateral trade nego- 
tiations did. ’ - 

Fast track means Congress 'can- 
not alter details of trade agree- 
ments negotiated by the adminis- 
tration. "We do not yet have fast 
track. But we are determined 
that the Free Trade Area of the 
Americas will remain on fast 
track - just as all the important 
work laying the groundwork for 
the Uruguay Round proceeded in 
the first few years,” he said. 


Lex, Page 14 


Ispat agrees $1.4bn 
Inland Steel deal 


By Stefan Wagstyt is London 
and ffidd Tait m Qdcago ^ 

Ispat International. the 
fast-growing British-based global 
steel company, yesterday agreed 
to buy Inland Steel, the sixth 
largest US steelmaker, in a 
$i.43bn agreed deal. The pur- 
chase will make Ispat the world’s 
ei gh th biggest steelmaker, with 
12.5m tonnes of production last 
year. 

It will also put Mr Lakshmi 
Mittal, Ispatis founder, chairman 
and controlling shareholder, at 
the head of the world’s third big- 
gest steel group. With his private- 
ly-owned companies in Kazakh- 
stan and Indonesia, Mr Mittal’s 
operations will this year produce 
a forecast 19m tonnes of steeL 

The deal could herald a new 

phase in the consolidation of toe 
industry which in the last year 
has seen big mergers in Europe, 
including toe planned union of 
Germany’s Thyssen and Krupp, 
and smaller deals in the US. 

Mr Mittal said: “Inland Steel is 
a good strategic partner. It puts 
us in a strong position in the US 
which is the world’s largest and 
most demanding steel market” 
Ispat last year produced 7.2m 
tonnes of steel at plants in 
Mexico, Trinidad & Tobago. Can- 
ada, Germany and Ireland. Inland 
produced 5.3m tonnes, all in toe 
US. The two companies’ com- 
bined revenue would have been 
$4.6hn- 

Mr Robert Daraall, Inland Steel 


Industries’ chairman and chief 
executive officer, said it had 
become clear steel companies 
with an international production 
capacity and global market reach 
would have an edge over other 
producers. 

Ispat will acquire Inland’s 
Interests in two US joint ventures 
with Nippon Steel, bringing it 
into cooperation with the world’s 
largest steel company. 

Inland Steel Industries, the par- 
ent company of Inland Steel, has 
been under pressure from the 
New York-based Greenway Part- 
ners investment group, which 
owns 9.1 per cent of tbe group, to 
split itself up. 

Under yesterday's deal. Ispat 
will take on all Inland Steel Com- 
pany’s 9,400 staff and entrust the 
management of North American 
operations to Robert Darnell, 
Inland Steel Industries’ chairman 
and chief executive, and Dale 
Wlersbe, Inland Steel’s president 
and chief operating officer. 

In the all-cash transaction, 
Ispat wOl pay 5650m for Inland 
Steel Company’s shares, gfflgm 
fra preferred stock, repay $230 .7m 
of Inter-company debt and 
assume $307 An of borrowings. 

Ispat’s shares, which were 
launched last year in New York 
at $27 and Amsterdam at FI 57.15, 
closed yesterday up FI 2 at FI 53. 
In early New York trading, they 
were up $ltt at $25%. 

Inland Steel Industries' shares 
jumped $5% to $28% in early trad- 
ing. 
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EUROPE 


Milosevic pressed to 
end Kosovo conflict 


By Guy Dtamore h Belgrade 


Slobodan Milosevic, the 
federal Yugoslav president, 
xazne under mo» nt fog inter- 
national pressure yesterday, 
even from Ms traditional 
ally Russia, to end the con- 
flict with ethnic Albanians 
in - Kosovo or face farther 
sanctions. 

-But Serbian officials, 
speaking privately, said the 
government was preparing 
for sanctions and believed It 
had broad support from pub- 
lic opinion. 

- Diplomats expected Yev- 
geny Primakov, Russian for- 
eign minister, to press Mr 
Milosevic to accept a mediat- 
ing mission in Kosovo by the 
Organisation for Security 
and Cooperation in Europe 
(OSCE). The Interfax news 
agency reported yesterday 
that Mr Primakov was carry- 


ing a letter from President 
Boris Yeltsin outlining Rus- 
sia's view of how to resolve 
the crisis. 

Zivadin Jovanovlc, Yugo- 
slav. foreign minister, 
insisted after talks with Mr 
Primakov that Serbia would 
not accept outside interfer- 
ence in what it saw as an 
internal matter, while stress- 
ing Yugoslavia’s traditi on al 
ties with Russia. 

But diplomats said Serbia 
could not expect strong sup- 
port from Russia, even 
th ough its old ally refused 
last week to join the US and 
the four main European 
powers in freezing govern- 
ment credits to Yugoslavia 
and denying visas to officials 
linke d to the crackdown in 
Kosovo. 

Moscow did put its name 
to a tough statement by the 
six-nation Contact Group 


wanting Mr Milosevic of fur- 
ther sanctions, including a 
freeze on government assets 
abroad, if he did not meet a 
March 20 deadline to with- 
draw his special police units 
from- Kosovo, start genuine 
dialogue and allow humani- 
tarian organisations access. 

Nasa Borba, an indepen- 
dent Belgrade newspaper, 
said the central hank had 
told Yugoslav banks last 
week to withdraw funds 
from foreign accounts. 

Mare than 80 ethnic Alba- 
nians have been killed since 
February 28 when Serbian 
security forces launched 
on villages in central 
Kosovo used as bases by the 
separatist Kosovo liberation 
Army. 

The Democratic League of 
Kosovo, the main ethnic 
Albanian party that 
demands independence for 




Neigtibows: A Serb armed with a shotgun watches over his children in a village near Pristina hi a pat 
of Kosovo mostly populated by ethnic Afoaraans Picture AP 


the province, refuses to 
enter into talks with Serbia 
without third party media- 
tion. 

Robert Gel bard, a senior 
US envoy, is expected to 
increase pressure on Mr Mil- 
osevic in Belgrade today, as 


will the French and German 
foreign minis ters tomorrow. 

• Serbian police yester- 
day said a policeman bad 
been Injured in a hand-gre- 
nade attack in Kosovo late 
on Monday, reports AP. The 
attack was reported to have 


Minister vows to storm castles of bureaucracy 


ftaly’s public administration chief has taken 
■;on one of the hardest reform jobs against 
a tight deadline, reports James Blitz 


Hafr: jCTer^t jo vm B » crt engJoyn^ 
As» of total wwWw» : ' W" 


F ranco Haamnini, Italy's 
minister for public 
administration, has one 
of the toughest jobs in the 
government 

■ For the last few months, 
this affable, 57-year-old uni- 
versity professor has been in 
the throes of reforming one 
of the most inefficient and 
rule-crazy civil services in 
the European Union. 

Now that Italy looks virtu- 
ally certain to become a 
founder member of a single 
European currency this 
year, Mr Bassanini's reform 
drive - vigorously backed by 
Romano Prodi. the prune 
minister - is moving to the 
centre stage in Italian poli- 
tics. 

- He is seeking to reduce the 
mass of regulations which 
Italy - “this hyper-regulated 
country” as he puts it - 
imposes on private individu- 
als and bus inesses , 

He is also trying to re-or- 
ganise a civil service which, 
in his view, has a few 
"islands of excellence" - 
such as the Bank of Italy 
and a handful of universities 
- but much of which is over- 
manned, incompetent and 
“antiquated". 

“It’s quite a gamble," he 
says. “We’re engaged in a 
complete revolution of the 
administration, its rules, its 
procedures, the status of 
public sector workers. We 
have to do all this within 
two or three years. A ratio- 
nal person would want to do 
it in 10." 

Sitting in his elegant office 
in the centre of Rome, the 
minister cannot avoid a wry 


smile as he describes the 
"absurd legacy” of the Ital- 
ian state - one which, over 
150 years, has built “kafka- 
esque castles of bureau- 
cracy” and “labyrinths of 
rules”. Unless the bureau- 
cracy is reformed quickly, he 
says, it will limit Italy’s com- 
petitiveness once European 
Economic Monetary Union 
starts next year. 

He gives some randomly 
cfapfigu examples that nicely 
describe the absurdity of the 
Italian state: birth certifi- 
cates have had to be regu- 
larly renewed to remain 
valid: schools must get offi- 
cial permission from the 
local authority before accept- 
ing gifts of books; a state 
licence is needed to work as 
a commercial photographer; 
a business wishing to build 
or develop a factory must 
confront a mass of red tape 
that can take years to over- 
come. 

The structure of the 
bureaucracy itself is no less 
absurd. Mr Bassanini relates 
how Italy's armed forces still 
manufacture spectacles for 
servicemen, “even though 
Italian companies are world 
leaders in spectacles produc- 
tion", The excavation of 
ports is stffl handled by the 
ministry of transport, “even 
though private sector compa- 
nies can do the job. for a 
much lower price”. 

Some departments - the 
Treasury and interior minis- 
try - are, he says, considera- 
bly overstaffed. The finance 
ministry, meanwhile, badly 
needs to recruit another 
10,000 tax auditors. 



Mr wmaanint has already 
begun to address some of the 
problems: 

• Together with the indus- 
try ministry, he has 
reformed Italy’s over-regu- 
lated retail sector. For 
decades, Italy has had laws 
requiring a permit to open 
even the smallest shop, and 
setting strict limits an what 
can be sold. Most of these 
regulations were scrapped 
last week. 

• Planning permission 
rules have been streamlined. 
A new "one-stop shop" sys- 
tem means that, even in the 
most complex cases, the 
goahead for factory develop- 
ment can be given in 10 
months. 

• The mandarins of the 
Italian civil service are on 
the defensive. Until now, the 
top 800 civil servants have 
had jobs for life. Perfor- 
mance will now be formally 
assessed and hitherto 
untouchable officials can be 
sacked. 

• Plans are afoot to restruc- 
ture employment within 
ministries. New rules will 
mean that over-maimed 


departments can sack 
employees within two years 
if they do not accept jobs 
elsewhere In the system. 

The minis ter knows the 
difficulty of getting reforms 
like these implemented. Last 
autumn some 50 trade union- 
ists, infuriated by his 
reforms, attacked two police- 
men on guard outside his 
ministry in Rome and burst 
into Mr Bassanini’s office to 
complain. 

Some of Rome's senior 
civil servants are also pre- 
paring to fi gh t the changes 
affecting them. “There is a 
group that is enthusiastic 
but a good half of them liked 
things the old way.” 

If change has become pos- 
sible now, it is partly 
because powerful bureau- 
crats and trade unionists 
realise that Italy has to 
become more competitive 
once it is in the euro. 
“Everyone accepts that Ital- 
ian enterprises need a more 
efficient public administra- 
tion that imposes fewer bur- 
dens on them," he says. 

Bui ha acknowledges, too, 
that there are serious obsta- 


cles to be overcome. 

The first - which goes to 
the heart of Italy's economic 
problems - is the difficulty 
of shifting under-employed 
public sector workers from 
the sooth to the north where 
they are badly needed. 

“The big differentials in 
rents and cost of living make 
it difficult to move workers 
across territory. Reform 
mainly means moving job 
descriptions around the 
country, not people." 

The second difficulty is 
the slowness with which a 
sluggish bureaucracy can be 
turned around. “Of the 
reforms I have set out to 
introduce, I would say only 5 
per cent are operative. We 
have abolished a lot of laws, 
we have brought in a few 
more but the real phase of 
implementation is only now 
about to begin." 

The next two years, says 
Mr Bassanini. will determine 
whether a century and a half 
of stifling bureaucracy can 
finally be tamed. Even a 
modest success will amount 
to a significant achievement 
for the Prodi administration. 


Russian environmentalist sues over libel 


By Leyla Bouton, 

Environment Correspondent 

Russia’s leading environ- 
mentalist will today start 
legal action against the Rus- 
sian atomic energy minis- 
try's spokesman for accusing 
him of unpatriotic behav- 
iour. The case brings to a 
head an increasingly acrimo- 
nious battle between Rus- 
sian authorities and environ- 
mentalist critics who feel 
attempts are being made to 
silence them. 

Alexei Yablokov, former 
adviser on ecology to Presi- 
dent Boris Yeltsin, is also 
suing Nezavisimaya. Gazeta, 


a national newspaper, for 
printing an article attacking 
him and Russia's environ- 
mentalist movement 

“This is an assault not just 
on Yablokov but on all ecolo- 
gists,” Prof Yablokov told 
the Financial Times, before 
today’s Moscow court hear- 
ing of the case. 

Prof Yablokov is seeking a 
retraction and damages of 
Rbs250,000 ($41,200). to be 
paid to a nuclear safety char- 
ity. His lawyer will argue 
that the article, co-authored 
by the ministry’s press secre- 
tary, impugned his honour, 
dignity, and professional rep- 
utation. 


The ministry’s press secre- 
tary alleged that laws which 
banned ecological data from 
being classified as secret had 
been initiated to benefit for- 
eign intelligence services. 
The legislation was passed 
in reaction to Soviet-era 
secrecy surrounding Rus- 
sia’s environment and radio- 
active damage. 

The article said Prof 
Yablokov had exploited the 
legislation to define ecologi- 
cal data to include such 
things as information about 
nuclear reactors and navy 
vessels. 

He does not deny this, say- 
ing that secrecy, such as 


that shown by Soviet author- 
ities in the aftermath of the 
explosion at the Chernobyl 
nuclear power plant in 1986, 
is in itself a threat to the 
environment 

But the article also 
accused him of sharing "con- 
fidential and secret informa- 
tion about our country and 
its defence capabilities” 
gained through his high 
office with “sympathisers in 
Russia and abroad” - an 
accusation which he rejects. 

Dropped from Russia's 
National Security Council 
last year. Prof Yablokov has 
long irritated the atomic 
energy and defence minis- 


tries with warnings of dan- 
gers posed to the environ- 
ment from poor management 
of nuclear submarines, 
atomic plants, and nuclear 
waste. 

The article was prompted 
by his suggestion after leav- 
ing office that portable 
nuclear bombs allegedly 
developed more than two 
decades ago for sabotage 
behind enemy lines in war- 
time may have gone “miss- 
ing". 

The claim was first made 
by General Alexander Lebed, 
President Yeltsin’s erstwhile 
rival for the presidency and 
former security adviser. 
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Nemtsov opens internet page 


By John DromhBI in Moscow 

Boris Nemtsov. Russia's first 
deputy prime minister, has 
become his country’s first 
“virtual politician” by creat- 
ing an internet web site to 
propound his views on 
people's capitalism - and. 
perhaps, support his presi- 
dential ambitious. 

Several government 
departments have already 
created institutional web 
sites, but Mr Nemtsov is 
thought to be the first minis- 
ter to establish his own per- 
sonal page, including photo- 
graphs. cartoons, news of his 
latest political initiatives, 
and extracts from his autobi- 
ography, The Provincial. 

The radical 38-year-old 
minister and one-time anti- 
nuclear campaigner & glSQ 
encouraging internet users 
to submit ideas for building 


a stronger civil society in 
Russia. Introducing his web 
site, Mr Nemtsov explained 
its aim was to forge closer 
links between the govern- 
ment and the people. 

Mr Nemtsov’s burst of 
giasnost reflects the growing 
popularity of the internet as 
a means of co m immic ation 
in a country which spans 11 
time zones. It also hi g hli ghts 
modem Russia's increasing 

"openness”. 

The Russian Public Centre 
for Internet Technology esti- 
mates 600,000 Russians have 
access to the internet, with 
the number of new users 
doubling every year. It 
believes more than 6,000 
Russian-language web sites 
have now been posted, nine 
times ’ more than in August 
1996. 

Russia’s blossoming Inter- 
net community has already 


won a significant battle to 
entrench freedom of expres- 
sion. Last month, it helped 
bring enough pressure to 
bear on parliament to amend 
draft legislation on the mass 
media which would have 
imposed burdensome regula- 
tions on computer networks. 

Mr Nemtsov, a former gov- 
ernor of Nizhny Novgorod, 
has tried to champion a 
fresh style of open, populist 
governance since joining the 
government exactly a year 
ago. But he has run Into 
fierce resistance from some 
of Russia's powerful busi- 
ness barons, denting any 
ambitions to run for the 
presidency in 2000- 

In an article in Nezavisi- 
maya Gazeta yesterday, Mr 
Nemtsov said he wanted to 
mobilise the people's support 
to overcome this oligarchic 
capitalism. 


“Without mass social sup- 
port, any anti-oligarchical 
reforms are doomed to foil," 
he wrote. “Only a broad 
mass social movement, 
based cm the middle class, 
can influence the choice of 
direction this country takes 
In the 21st century to the 
benefit of democracy 

Not surprisingly perhaps, 
most of the early respon- 
dents to Mr Nemtsov’s 
cyber-campaign appeared 
supportive of the cause. 
"The design is cool! You’re a 
progressive politician! You 
radiate energy and fresh- 
ness. . . in contrast to aD the 
rest," wrote Yevgeny on the 
site's comments page. 

But not all were equally 
impressed, with one user 
wanting to know who was 
financing Mr Nemtsov's web 
site while many Russian 
workers remained unpaid. 


m 






occurred near Pec, about 30 
miles west of the provincial 
capital of Pristina. 

A similar attack on Febru- 
ary 38. in which four Serb 
policemen were shot dead, 
prompted the wave of police 
retaliation in the province. 


Ciller 

not to 
face 
charges 

Turkey’s appeals court 
yesterday ruled that Tansu 
Ciller, the former prime min- 
ister, could not be prose- 
cuted on the basis of an alle- 
gation that she misused 
government funds, Reuters 
reports from Ankara. 

“The chief prosecutor's 
objection was. . . turned 
down," the state-run Anato- 
lian news agency said. 

Prosecutors in January 
objected to a previous 
appeals court decision that 
appeared to exonerate Ms 
pillar from claims that she 
gave three embezzlers 
money from a slush fund to 
aid her conservative True 
Path party. 

The embemlers have been 
jailed for swindling the lira 
equivalent of about $70,000 
frum the slush fund while 
Ms Ciller, Turkey's first 
woman prime minister, 
headed the government from 
1993 to 1996. 

A prosecutor in Ankara 
dropped yesterday a separate 
investigation into Ms Ciller’s 
former chief adviser, Nuri 
Grades, on charges that he 
leaked state secrets to her 
husband, Ozer filler, the 
agency said. 

The slush fund was 
a factor in the collapse of 
one of Ms Cider's coalition 
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Cfflsn slush fund claim 

governments two years ago. 
Ms Ciller, now an opposition 
leader, denies any wrong- 
doing. 

She has acknowledged 
withdrawing the equivalent 
of $6.5m from the fund but 
says national security inter- 
ests prevent her from saying 
what she did with the 
money. 

The Motherland party of 
the prime minister, Mesut 
Yflmaz, a bitter rival of Ms 
Ciller, is p lanning to submit 
a motion for a parliamentary 
inquiry into her substantial 
wealth. Parliament has 
rejected corruption charges 
against Ms (Slier in the past 

• Turkish members of par- 
liament were scheduled to 
vote yesterday evening to 
debate a bid to censure the 
education minister. 

Hikmet Ulugbay faces 
opposition charges .that he 
was overzealous in enforcing 
a ban on students and teach- 
ers wearing Islamic-style 
bead scarves. 

The government was 
widely expected to carry the 
day by a majority of at least 
20 MPs. If it lost it would 
face a vote of no confidence 
in about a week. 

"This government is past 
its seS-by date. It can't go on 
like this. It has lost aB credi- 
bility," Denlz Baykal, the 
Republican People’s party, 
leader told his deputies in a 
TnoaHng . But the staunchly 
secularist party has pledged 
the support of its 55 MPs In 
the vote to keep opposition 
Islamists at bay. 


NEWS DIGEST 


PRESIDENT’S HEALTH 


Ailing Yeltsin postpones 
CIS summit meeting 

Boris Yeltsin, Busses 

meeting with fellow leaders of the Comnwweal^nw^^* 

States scheduled for later this week. 

about the seriousness of hia ^ ^ 

Last week. Kremlin officials confirmed 
from an acute respiratory, infection but suggest 

to work this Monday. .. being 

Mt Yeltsin, who has bean pfagued^ted 
re-elected president in July 1996. I® s®d doctors, 

back to work" after his latest lines* Butd« 
who have prescribed antibiotics 

Yeltsin yesterday that he should cancel a* m80t ^ ^ ® „ - 

avold aggravating his which 

cough. Yesterday’s news 

had previously appeared immune to foe Termma 
the president's health. John Thornhill, Moscow 

SPYING CHARGES . 


Russia expels Norwegians 

Norway yesterday denied Russian allegations that two Norwegian 
diplomats ordered out of Russia had been spying- _ 

The Nawegian side deeply regrets the recant 
sian authorities. There Is absolutely no foundation fortoe 
suras that have been taken," Per Tresselt, 
sador, told a news conference in Moscow m the latest twist In an 
espionage row between the two countries. . . 

Last week Norway, the only Nato alliance member bordering 
Russia, ordered out two Russian diplomats on espionage charges 
and barred another three from entering the country. Russia 
responded yesterday by summoning Mr Tresselt to toe foreign 
ministry and ordering two Norwegian diplomats to leave the 
country by Friday. Reuters, Moscow 

GERMAN POLITICS 

Schroder’s man moves in 

Johannes Ran, one of Germany’s longest serving politicians, has 
announced he will stand down as prime minister of the state of 
North -Rhine Westphalia In the west of the country. He will make 
way for alBes of his Social Democratic colleague Gerhard Schro- 
der, foe party’s candidate for chancellor. 

Mr Rau, who has ruled Germany’s most-popiious state for 19 
years, win hand over the premiership this summer to Wolfgang 
dement, currently economics minister In a sometimes fractious 
-red-green” coalition government of SPD and Greens. Mr Rau's 
job as head of toe local paly will be taken on by Franz MOnter- 
fering, the SPD's federal business manager. 

As economics ministar Mr Clement has pusued pro-business 
pofides similar to those put forward by Mr Schroder. Mr M inter- 
fering has been instrumental in seeking to give toe SPD a more 
favourable image with voters in the middle-ground. 

A former failed chancellor cancfidate himself, Mr Rau, who is 
67, won four elections In North- Rhine Westfaiia, three of them 
with an absolute majority. In 1994 he failed to be elected federal 
president, though he Is likely to run again for that office when 
elections are held next year. Frederick St Q de ma im, Berlin 


DANISH ELECTION 


Defeated party leader quits 

Denmark’s defeated opposition leader, the former foreign minister 
Uffe Blemam-Jonsen, is to resign as chairman of toe Liberal 
patty, party sources said yesterday. 

Mr Blemann-Jensen, 56, was due to announce Ms resignation 
. formally at a meeting of the party executive yesterday evening, 
the sources said. 

The centre-right bloc led by toe Liberal party lost toe general 
election last Wednesday, winning 89 seats In the 179-seat parlia- 
ment against 90 for toe centre-left bloc and allies led by Poul 
Nyrup Rasmussen, the Social Democrat prime minister. 

Opinion polls before toe election had consistently Indicated a 
sflm but dear victory for Mr EDemann-Jensen’s centre-right 

The Liberal party and Its allies also fell short of a majority hi toe 
1994 general election. The flamboyant Mr Ellemann-Jensen then 
set his sights on a position where his international aspirations 
could have been more appreciated - that of Nato secretary- 
general - but was beaten to the post by Javier Solaria of Spain. 
Reuters, Copenhagen 


COAL SUBSIDIES 


Germany rejects UK protest 

GOntar Rexrodt, German Economics Minister, yesterday dis- 
missed as "simply absurd” British protests over the lama state 
subsidies paid to the German coe! industry. 

. British officials have sad they intend to issue a formal com- 
plalnt to the European Commission over the scale of toe subsi- 
tflro vtoich they say have distorted competition in the Gorman 
market 

Britain is currently restricting the construction of gas-fired 
power stations while it conducts a review of of fuel policies In a 
bid to prevent further mine closures. ^ “ ln a 

Mr Rexrodt 3afd: “The British government is apparently reluc- 
tant to award new subsidies. But fl cannot expectGermEmta)^ 
payers to save British jobs at the expense of German ones. 

The realreason for toe British coal Industry’s problems is that 

against gas and imported coal," he added. ™ 

Helmut Kohl, the German Chancellor wants to nh , 

reduction when miners from the Rttor and Saar coal belts laid 
siege to Bonn s government quarter. The two sides thrswhoH 
a deal which increased aid to the QmmnSi 
.0 DMiUSbn (®5.1bn)- SuMdtas „ffl „ 

century. And™ Tnyto,. Co^^, 


HUN GARI AN ELECTION 

Bomb at politician’s home 

A bomb damaged the home of a prominent 

leader late on Monday night less ttSJtwo 

mentery elections. ^^montosbeforeparila- 

No Injuries were caused by the Mast outside a 

ment building that b the home of JozserS^n^T!? aMrt “ 

centre-right independent Smallholders’ 

was the dear target ^ ny ' whom police sad 

This is political ten-orism, sometofoa wa h**. K 

ruling Hungarian Sodafist party and ** 

Last Thursday, police delusii fr* 7 ***^ 
side the party's headquarters aft«r ^ omen ’ atJe bomb found out- 
^ 30U t S * W8ra ^ P* 100 ® calls inquiring 

Mr Torgyan has been toe most contmw^i ^ 
stream Hungarian politics ever 

The former lawyer’s flamboyance and hk 1 COfnmu nj3m. 

which managed to win enough **** * 

AP, Budapest ^ » be m parliament 
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Greek markets keep climbing on ERM entry 


By Kerin Hope in Athens 

Greek markets continued to 
climb yesterday as the gov- 
ernment prepared to imple- 
ment chan ges accompan ying 
the country’s entry to 
Europe's Exchange Rate 
Mechanism. 

International investors 
helped push up the main 
stock market by 5.31 per 
cent to 1737 pointsafter the 
drachma's shnuftaneous 12.1 


per cent devaluation and 
entry to the ERM. 

The euphoria pushed the' 
index to its highest level in 
over six months, with trad- 
ing volume rising above 
Dr60bn {5203.8m). Athens 
Stockbrokers said they were 
overwhelmed with orders to 
buy. On Monday, share 
prices jumped 7.3 per cent, 
while bond prices showed 
substantial g»in<* 

In late trading yesterday. 


the drachma was exchanged 
at Dr3&2 to the Ecu, virtually 
unchanged from the previ- 
ous day’s close. 

The market's vote of confi- 
dence in Greece's bid to 
qualify for membership of 
the euro by 2001 has boosted 
the Socialist government of 
Prime Minister Costas Simi- 
tis as it launches a reform 
package tied to ERM entry. 

The devaluation will bring 
a rise in the inflation rate. 


which fell to 43 per cent in 
February but js projected to 
touch 5.8 per cent before 
resuming its £alL Prices for 
petrol and electronic goods 
have risen. The finance min- 
istry has called out its tax 
police to clamp down on 
excessive price rises for 
imported goods. 

The Socialists must imple- 
ment a restrictive wage pol- 
icy and curb public spending 
to reduce the budget deficit 


from 42 to 2.1 per cent of 
gross domestic product by 
the end of 1599. . The govern- 
ment has pledged to cut the 
deficit further in 2000. 

But the governing Panhel- 
lenic Socialist Movement's 
grip on Greece’s unions may 
loosen as a result of union 
leadership changes due this 
week. The devaluation came 
at an . awkward moment, 
with this year's collective 
wage agreements still under 


Czechs try again to prepare their banks for Europe 

An ill-fated attempt to build a home-grown banking system has 
complicated the search for investment, writes Robert Anderson 


FU- V .v.n-jr Si 


T he Czech government 
has at last fully priva- 
tised one of the coun- 
try’s big state-owned hani™ 
and appointed advisers for 
the sale of the other three. 
However, the sales are likely 
to be more difficult and less 
lucrative because the gov- 
ernment has waited so long. 

The sale earlier this month 
of Investicni a Postovni 
Banka (IPB), the third larg- 
est bank, has given a fore- 
taste of the problems. The 
sale of the state's 36 per cent 
stake to Nomura, the Japa- 
nese investment hank , was 
agreed in principle last July 
but repeatedly delayed and 
eventually concluded at a 
price of Kc3.03bn (590m), at 
the lower end of the govern- 
ment’s Kc2bn-Kc5.8bn range. 

By putting the banks up 
for sale now, the Czech 
Republic is following its cen- 
tral European neighbours 
which had already seen the 
need to attract foreign stra- 
tegic investors to recapital- 
ise their banks, introduce 
new technology and banking 
products and prepare them 
for entry to the European 
Union. 

The decision reverses the 
first post-communist policy 
of using the country's pre- 
war banking tradition and 
strong saving mentality to 
construct a home-grown 
banking sector that could, 
assist industrial reconstruc- 
tion. 

“It was one of our worst 
mistakes to try to build our 
own banking system." says 
Miroslav Singer, chief econo- 
mist at Expandia Finance. 


“Unfortunately, we could 
afford to try for several 
years.” 

The experiment hurt both 
b anks and industry. The 
state gave away many of its 
shares in the banks to citi- 
zens during voucher privati- 
sation in the early 1990s but 
this did not help the banks 
increase their capital or effi- 
ciency, and they lost the 
bead start they enjoyed over 
their neighbours in the 
region. 

They also became bur- 
dened with bad loans which, 
through inexperience and 
pressure from their largest 
shareholder (the govern- 
ment), they had given out to 
newly privatised companies. 
Komercni Banka- the main 
commercial bank, has 
received no interest for a 
year or more on KcSSbn out 
of its total loan portfolio of 
Kc265bn. and these problem 
loans are matched by only 
KclSbn in provisions. 

F or their part, companies 
failed to restructure 
because banks controlled 
large stakes through invest- 
ment funds, hampering 
strong ownership from 
emerging, and because they 
became reliant on a loan 
drip-feed from their banker- 
owners. This lack of 
restructuring in turn led 
companies to default on 
their loans. 

The delay in full privati- 
sation means the state will 
get a lower price for its 
remaining s takes now neigh- 
bouring banks have begun to 
be privatised, the flnaTw-ial 


position of Czech banks has 
deteriorated, and the coun- 
try is no longer flavour of 
the month after last year's 
devaluation exposed its eco- 
nomic problems. The share 
price of Komercni, central 
Europe’s largest bank by 
assets, has for instance 
fallen from Kc3,050 last Feb- 
ruary to around Kcl,170. 

Nor is the privatisation 
path likely to be .smooth. 
The advisers are due to 
repeat to the cabinet in May 
but a final decision will 
depend on the outcome of 
elections in June. The Social 
Democrats, who are leading 
in opinion polls, have yet to 
announce a clear policy on 
hanking priva tisation. 

If the current plan is main- 
tained. the state will sell to 
one strategic investor 34 per 
cent or more of tts stake in 
Komercni (it owns 49 per 
emit) and a similar portion 
of its 48 per cent stake in 
Sporitelna, the dominant 
savings hank. In the case of 
Ceskoslovenska Obchodnl 
Banka (CSOB), the unquoted 
foreign trade hank, the gov- 
ernment plans to sell more 
than 51 per cent of its 66 per 
rent stake to (me investor. 
The rest will be sold to other 
investors or floated on the 
stock exchange. 

Including, IPB, the four 
banks represent around 60 
per cent of the country’s 
banking assets. Komercni 
offers unparalleled access to 
the country’s biggest corpo- 
rate clients, Ceska Spori- 
telna baa a huge retail net- 
work that has yet to be frilly 
exploited, and CSOB is a spe- 



45 

cetasportetna . 1,200 ' as' 2T . .a 

;*ir -. ' -V, * /::• «■ v ml •_ .'-v . a K « 

CSOB 2,750 ' 244 “*23 9 

“LiMtoaHeahhMihamiHBWaqcvnAa —Pca-tHO* 


cialised bank without the 
bad loan problems of the 
others. 

The European Bank for 
Reconstruction and Develop- 
ment and the International 
Finance Corporation, the 
investment arm of the World 
Bank, are likely to take a 
stake in the banks alongside 
the strategic investors. The 
EBRD is also understood to 
be considering participating 
in subordinated debt issues 
to strengthen the h anks ’ cap- 
ital ahead of privatisation. 

Alain Pffioux. head of the 
Czech team at the EBRD, 
says: “Discussions are under 
way at the request of the 
Czech government We want 
to make sure the hanks are 
ready for privatisation.” 

One obstacle, however, is 
likely to be the Slovak gov- 
ernment, whose big stakes in 
Komercni and CSOB from 
the break-np of Czechoslo- 
vakia in 1993 could put off 


investors. Slovakia claims 16 
per cent of the state stake in 
Komercni. though the Czech 
Republic recognises only 13 
per cent It also directly 
bolds 24 per cent of CSOB 
and refuses to acknowledge 
a debt estimated by the hank 
at Kcl55bn for Slovak loans 
given out before 1993. 

F or the Czech govern- 
ment the best outcome 
would be for Slovakia to 
sell its stakes at the same 
time as its own but the 
claims have become entan- 
gled in a wider and more 
acrimonious dispute over the 
division of leftover assets 
between the two countries. 

Pavel Stepanek, deputy 
finan ce minister, says this 
should not prove a problem. 
“Privatisation will be started 
irrespective of a deal with 
Slovakia but we will sell 
only those shares that are 
not disputed,” he says. 


negotiation for both public 
and private sector employ- 
ees. 

The conservative opposi- 
tion New Democracy party 
has attacked the decision to 
devalue the currency, as a 
“betrayal of the Greek 
people**; conservative-con- 
trolled unions have pledged 
to oppose public-sector 
reforms agreed with the EU. 

The legal framework for 
merging or shutting down 


170 state-controlled organlsa- 
. tions, cutting subsidies to 
loss-making state enterprises 
and carrying out compulsory 
transfers of public-sector 
workers is already in place. 

But the government faces 
a difficult task putting 
reforms into effect It is 
already struggling to meet a 
self-imposed deadline for 
launching a restructuring of 
Olympic Airways, the loss- 
making state carrier. 


Call to lift curb 
on German 
TV advertising 


By Frederick StuOamam 
in Baffin 


The head of Germany’s 
broadcasting commission 
yesterday called for a liberal- 
isation of television advertis- 
ing on public sector net- 
works ahead of a meeting 
today of the 16 regional state 
premiers, who have ultimate 
authority over media regula- 
tion. 

Kurt Beck, premier of 
Rhine] and-Pflaz and chair- 
man of the stales' broadcast- 
ing commission, told a meet- 
ing of executives from the 
advertising and mpd fa indus- 
tries he supported a lifting of 
the current law banning Ger- 
many’s two public sector 
networks, ARD and ZDF, 
from running advertising 
after 8pm. 

Mr Beck suggested the net- 
works be allowed to show 
advertisements during sport- 
ing events. The suggestion, 
which was welcomed by the 
networks, would give ARD 
and ZDF greater freedom to 
refinance expensive sports 
programming. 

Mr Beck’s remarks are 
likely to revive a heated 
debate over the existing 
mixed financing model for 
ARD and ZDF, which derive 
income from a universally 
levied licence fee and from 
advertising. 

Commercial networks, 
who get all their income 
from advertising, have long 
criticised this system, saying 


it gives ARD and- ZDF an 
unfair advantage. 

Helmut Thoma, managing 
director of RTL, the biggest 
commercial network, said 
yesterday ARD and ZDF 
should only be allowed to 
extend advertising if they 
relinquished licence fee 
income. 

Some of Mr Beck's col- 
leagues, such as Heide 
Simonis, premier of Schles- 
wig-Holstein, are also 
opposed to extending the 
time in which advertising 
can be shown on ARD and 
ZDF, as they say there 
should be periods on televi- 
sion free from commercial 
breaks. 

Today’s meeting is also 
expected to produce a deci- 
sion on the drawing up of a 
list of popular sporting 
events which must be «mH<» 
freely available to all view- 
ers and not restricted to 
pay-TV. 

Last year the states failed 
to reach agreement on this 
issue with the Kirch Group, 
owner of many of the rights 
to major sporting events, 
such as the World Cup com- 
petitions in 2002 and 2006, 
which it bought far $l-9bn. 

Separately, the regulatory 
body which monitors televi- 
sion market share held by 
individual media groups yes- 
terday ruled that CLT-Ufa, 
Europe's biggest broadcast- 
ing company, did not control 
too much of the viewing 
audience. 


French 
rethink 
military 
witness . 
policy 

By Robert Graham ta Parts ■ 

The French government has 
reversed its controversial 
policy of refusing to permit 
members of its armed forces 
to give evidence before the 
international war crimes 
tribunal on ex-Yugoslavia; . 

After a visit on Monday to 
Hie Hague, Hubert Vfidrine, 
French foreign minister, 
agreed to let French military 
personnel to be called as 
witnesses. 

However, the French 
authorities made it clear 
they would not divulge 
information regarded as 
confidential. 

The game change of policy 
regarding the military -is 
understood to apply to -the 
more sensitive Rwanda 
genocide tribunal 

Last November Alain 
Richard, defence minister, 
denounced The Hague 
tribunal as “just a spectacle” 
and blocked requests for the 
French military to give oral 
evidence. 

This prompted criticism 
from Louise Arbour, the 
Ganartian prosecuting the 
case at The Hague. 

French forces were present 
in ex-Yugoslavia in the 
Moslem enclave of 
Srebrenica when it fell. 
However, the minister 
appeared mainly concerned 
to avoid testimony over the 
Rwandan genocide. 

Last month a 
parliamentar y commis sion 
was set up to look into 
allegations France co nti nued 
to provide military 
assistance to the Hutu-led 
government even though it 
knew mass killing s had 
begun. 

Tbe parliamentary report 
was prompted by a series of 
newspaper revelations and 
growing concern ammg the 
left in parliament that .a 
previous government, from 
1990 to 1994, had maintained 
a secret, unaccountable 
policy of aiding the now 
disgraced Hutu-led regime in 
Rwanda. 
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Now you know 
the most visible part 
of our success. 


• properties with a total value of Ptas. 76,000 million sold. 

- properties with a total value of Ptas. 600,000 million valued. 

- 330,000 m 2 managed. 

- 152,000 m 2 leased. 

For yet another year, Richard Ellis remains the leading firm of international property consultants. 
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Zhu Rongji appointed prime minister 


By James Kynge and James 
Kanfbig bi Bepng 


China yesterday appointed 
Zbu Rongji as its new prime 
minister, selecting a 
t^ugh -minded technocrat to 
steer the country through a 
testing phase of economic 
reform. 

The National People’s Con- 
gress. or parliament, gave Its 
almost unanimous support 
to- Mr Zhu, who has earned 
the respect of Chinese and 
foreign businessmen for his 
disciplined management of 


the economy. Mr Zhu’s 
appointment In a the single- 
candidate election was a 
foregone conclusion, bat the 
feet that only 60 from & total 
of 2350 delegates declined to 
endorse him appeared to sig- 
nal support for the tough 
reform programme that the 
new premier must cany out 
He sustained fewer oppos- 
ing votes than either Li 
Peng, the outgoing premier 
who was elected chairman of 
the NFC this week, or Jiang 
Zemin, the president, who 
was re-appointed. 


The level of support for Mr 
Zhu was the more surprising 
given that he has been 
behind an ambitious plan to 
halve the number of China’s 
bureaucrats and reform the 
country’s debt-ridden state 
enterprises. Such changes 
have the potential to cause 
dislocations in the lives of 
many NPC delegates. 

During the vote count the 
business-like Mr Zhu had his 
head down scribbling notes 
on a pad. The election 
announcement prompted a 
wave of applause through 


the Great Hall of the People, 
and Mr Zhu looked up. 
clasped his bands in a vic- 
tory salute and, rare for the 
dour new premier, smiled. 
Mr Jiang then nudged Mr 
Zhu to take a bow and cross 
the leadership podium to 
sh pkp hands with his prede- 
cessor. 

Mr Zhu earned his politi- 
cal spurs In implementing 
an austerity programme that 
brought inflation down from 
a peak of 25 per cent in Octo- 
ber 1994 and engineered a 
"soft landing" for the econ- 


omy. The former mayor of 
Shanghai )> a No niahly 
regarded by foreign inves- 
tors for push in? dheJtt with 
market liberalisation and 
seeking to cut red tape. 

He is due t" choose a new 
cabinet which is scheduled 
to be approved bv the \TC 
today. 

The new cabinet members 
will provide an indication as 
to how far Mr Zhu has been 
able to appoint reformers m 
his own mould to oversee 
the new slimmed -d"\vn 
bureaucracy. 


Tlit XPC. often considered 
3 docile and toothless legis 
J&tuiv. was not as land 
oi her appointees as it was 
Mr Zhu. 

The appointment or a proe 
uratcr general, Han Zhubin. 
drew an unusual show of 
concerted opposition. More 
than one-third of the dele- 
gates voted against his 

appointment or abstained. 

signal of the rising unpa 
nonce at the level of corrup 
tion in China 
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S Korea to open property market to foreigners 


By John Burton in Seoul 

South Korea plans to open 
Its protected property mar- 
ket to foreign investors from 
July in an effort to attract 
capital from abroad. 

! Korea imposes strict con- 
trpls on the foreign owner- 
ship of land. Foreign compa- 
nies are limited to acquiring 
property for their business 
operations, such as factories, 
offices, warehouses and 
worker dormitories. They 
are not allowed to own land 
for investment purposes. 

.“The law is being revised 
to the extent that foreigners 
apd foreign firms will face 
no more limitations than 
their Korean counterparts in 
acquiring land for both busi- 
ness and non-business pur- 
pises," said Lee Jung-moo, 


the construction and trans- 
port minister. 

The lifting of the land 
ownership restrictions is 
linked to efforts to restruc- 
ture Korean Industry by 
encouraging the foreign pur- 
chase of assets to help 
reduce corporate debt levels. 

The present regulations 
discourage foreign takeovers 
of Korean companies since 
oversea s investors are 
required to dispose of prop- 
erty gained through mergers 
and acquisitions unrelated 
to business operations. 

The government said yes- 
terday that It would allow 
hostile foreign takeovers of 
Korean companies within 
the month instead of delay- 
ing them until next year as 
previously scheduled. 

The ban on foreign prop- 


Sluggish demand and fall in investment hits GDP 


South Korea’s economy grew 
by 5.5 per cent last year 
compared with 7.1 per cent In 
1996 due to sluggish consumer 
demand and a fail in industrial 
investments, writes John 
Burton. 

The gross domestic product 
growth rate was the lowest In 
five yeans and supported 
predictions that the economy 


would shrink by at least 1 per 
cent this year. The 1997 growth 
rate fall short of the 
government’s target of 6 per 
cant as the nation's foreign 
debt crisis in the last quarter 
caused capital investments to 
fail by 28 per cent 
In 1997, industrial investment 
fell 1 1.3 per cent against growth 
of 83 per cent in 1996, while 


private consumption grew by 
3.1 per cent against 6.8 per 
cent in 1996. Capital investment 
and private consumption 
account for 60-70 per cent of 
GW. Analysts expect capital 
Investments in 1 998 will fall by 
25 per cent because of excess 
production capacity, and pnvate 
consumption by 10 per cent 
due to growing unemployment. 


erty ownership has proved 
an obstacle to land sales by 
Korean companies looking to 
raise capital to service debt 
payments at a time when 
there have been few domes- 
tic buyers because of the 
recent economic downturn. 

The new law would help 


relieve pressure on Korea’s 
ailing banking system since 
foreigners would be able to 
buy land from banks that 
have seized property as col- 
lateral for bad loans. 

Individual foreigners 
would also be able to acquire 
property - at present owner- 


ship is restricted to foreign 
residents who have lived in 
Korea for five years or 
more. 

“The need to rent residen- 
tial and commercial property 
at a high cost has been a 
major obstacle to making 
foreign investments in Korea 


and the deregulation is 
expected to haw a strong, 
positive impact," said 
construction ministry offi 

cial. 

Under the new regula 
tions. foreigners will be 
barred from acquiring land 
related to farming and fish- 
ing. national defence, and 
cultural and environmental 
protection. 

The proposed law could 
face opposition in parlia- 
ment. which must approve 
the legislation. Koreans have 
traditionally opposed foreign 
land ownership, particularly 
since the 1905-1945 period of 
colonial rule under Japan 
which seized property under 
questionable legal proce- 
dures and forced thousands 
of Korean farmers off their 
land. 





to take the estimate 
Sut of population statistics 

The country’s first national census in 18 years ends today after 
two weeks of door-to-door counting, writes Farhan Bokhan 


I t is one of Mohammad 
Ak bar’s jobs as a junior 
officer in Pakistan's reve- 
nue department to keep tabs 
on the local population - 
newly-boras, the number of 
school-age children, men 
who have left to become 
migrant workers in the oil- 
rich Middle East and so on. 
The system he uses is centu- 
ries old, first developed 
under India's Moghul emper- 
ors. When he wants details 
of one of a duster of villages 
under his jurisdiction just 
south of Islamabad, he pulls 
out a map drawn on cotton 
cloth and stretches it out 
over the desk. Some of the 
terms used in his office, such 
as patwari (tax collection 
officer) and dhaal bach (offi- 
cial revenue assessment), 
are thought to have come 
either from Persian or Hindi 
or a combination of the two 
languages spoken under the 
Moghuls, but alien to today's 
Pakistan. 

Now, after taking part 
with an estimated 150,000 
officials and as many sol- 
diers in a two-week, nation- 
wide project that ends today, 
Mr Akbar will have at least 
one element of his job 
brought right up to date. 


Pakistan's first population 
census in almost 17 years 
will provide the country's 
planners and administrators 
with such vital statistics as 
family sizes. literacy levels, 
occupations and - perhaps a 
telling reminder of growing 
lawlessness - details of any 
unlicensed weapons. 

Over the years, Pakistan’s 
population estimates have 
became increasingly unrelia- 
ble as the country has expe- 
rienced a deluge of refugees 
from neighbouring Afghan- 
istan. Bangladesh, Iran and 
Iraq. Indigenous population 
growth, meanwhile, is esti- 
mated at about 3 per cent 
annually, but there has been 
no way of knowing. 

National statistics such as 
the annual economic survey, 
also reflect the lack of infor- 
mation. Columns for popula- 
tion in the past three years 
have each been flagged by 
an E for “estimated". The 
latest guesses at 124m 
against 84m recorded by the 
last census in 198L 

One of the reasons It has 
taken so long to get a proper 
count under way has been 
resistance from Interest 
groups such as tire powerful 
agricultural landowners. 


many of whom fear that a 
fresh count that finds a 
larger proportion of the pop- 
ulation living in cities would 
lead to the creation of more 
urban parliamentary constit- 
uencies. This would curtail 
the currently substantial 
influence of rural politicians. 

Some government officials 
agree that a larger urban 
population than before could 
have far reaching conse- 
quences for the country’s 
political future. Almost 70 
per cent of the MPs now rep- 
resent rural constituencies. 
MPs from rural areas are 
often criticised for support- 
ing conservative economic 
policies such as quietly 
opposing attempts to distrib- 
ute government owned farm- 
land among poor peasants. 

At the same time provin- 
cial governments in Sindh 
and Baluchistan resisted 
plans for a census, fearing 
that a result that found 
fewer people in their areas 
would lead to cuts in federal 
grants for development. 

Meanwhile, efforts to cre- 
ate a modem national data- 
base received a setback after 
the contents of a letter writ- 
ten by General Jehangir Kar- 
amat, the army chief, to the 



A Pakistan soldier and civfl servant collect data in Rawalpindi recently Picture AP 


federal government, were 
leaked to local newspapers. 
Gen Karamat alerted the 
government about a lack of 
preparation for the data 
base, but Sartaj Aziz, the 
finance minister, said the 
delay in setting up a data 
base “is a separate issue 
from holding the census, and 
we hope to set up the data- 
base within this year”. 

There is also little public 
enthusiasm for the poll in 
Pakistan’s mam cities either. 
Years of repeated allegations 
of corruption have taken 
their toll. 

In Karachi’s Lyari district 
one of the city’s poorest 
neighbourhoods, Khan 
Mohammad, a tari driver 
says: “These politicians only 


want to squeeze people 
more. They will get these 
details and put more taxes 
on houses belonging to the 
poor, but there will be no 
improvement in our lives." 

And in Faizabad, a market 
town outside Lahore, Haji 
Sarwar. a commodity dealer 
remarks with amusement: 
"The photographers have 
made good money. Four 
photos now cost 30 rupees, 
almost three times the regu- 
lar price, because each data 
base form must be returned 
with a photo. But who 
knows when the results will 
help the people." 

Arshad Zaman, former 
chief economist at the gov- 
ernment's national planning 
commission, says: “The 


results will be heavily con- 
tested, no matter how much 
care is taken in the exercise. 
When a number is heavily 
politicised, there is a danger 
of an error." 

Each official has been 
accompanied by a uniformed 
soldier to check the count in 
an effort to counter allega- 
tions of fake numbers being 
added to the official record. 

However, when the first 
results are officially 
announced in June this year. 
Mr Akbar will be able to 
work with more confidence. 
He is sure the census “will 
lake the country forward 
but one suspects he will 
enjoy having many statistics 
- hitherto only guessed at - 
at his finger-tips. 


CONTRACTS & TENDERS 



THE REPUBLIC OF UGANDA 

MINISTRY OF FINANCE (PRIVATISATION UNIT) 
INVITATION TO PRE-QUAUFY FOR SALE OF 
UGANDA AIRLINES CORPORATION 

Background: 

The Government of the Republic of Uganda wishes to divest fully from Uganda Airlines 
Corporation and has initiated a tender process for the sale of a substantial portion of 
the shares of Uganda Airlines Corporation Limited (“UAC“) (the entity to be formed as 
the successor company of Uganda Airlines Corporation) to a strategic investor who. will 
ensure continued provision of safe and efficient air transport services for national socio- 
economic development, and development of Entebbe international Airport into a 
regional hub. The Government therefore hereby invites airlines, air transport operators, 
financiers and other interested parties to participate in the pre-qualification process. 
Composition of the bidder 

A bidder may be a company or a consortium. A bidder must be or include an air 
transport operator which meets the technical and service requirements set out below. 
In the case of a bidder which indudes an operator, such operator must account for a 
majority of the bidder’s shares. 

Technical and Service Requirements 
The air transport operator must: 

1. Be an internationally renown carrier operating passenger and cargo services on 
intercontinental routes; 

2. Operate a worldwide sales network; 

3. Have access to a first class CHS; and 

4. Demonstrate an excellent safety record. 

Terms of Reference for Pre-qualification 

Interested parties may obtain a copy of the Terms of Reference for Pre-qualification 
(which set out the pre-qualification requirements In foil by contacting: 

The Director 

Privatisation Unit 

Ministry of Finance 

P.O. Box 10944, Kampala, Uganda 

Phone: (+256-41) 250108 / 256467 Fax: (+256-41) 259997 / 242403 
Email; airlines@perds.go.ug 

Pre-qualification documents must be submitted to the Director, Privatisation Unit at 
the above address not later than 5.00 p.m. 3 24* April, 1998, and be accompanied by 
a submission fee of US$1 ,000. 

The list of pre-quai filed bidders will be announced by 30* April, 1998. 


Canberra to step up 
lobbying for Jakarta 


By Gwen Robinson 

Australia will today 
intensify its international 
lobbying efforts on behalf of 
Indonesia, when Alexander 
Downer, foreign minister, 
leaves for Washington for 
meetings with the US secre- 
tary of state and the heads of 
the International Monetary 
Fund and World Bank. 

Mr Downer will lead a 
team of senior treasury and 
foreign officials to press for 
a relaxation of conditions 
attached to the IMF’s $4flbn 
rescue package for Indon- 
esia. Australian officials lob- 
bied unsuccessfully earlier 
this month for the condi- 
tions to be softened. 

Mr Downer’s trip was hast- 
ily arranged following inter- 
nal Australian intelligence 
reports warning that the 
new cabinet of President 
Suharto was prepared to 
reject certain conditions 
attached to the IMF package. 

There are also concerns 
the Indonesian president is 
considering reviving his idea 
to peg the indannsian rupiah 
to the US dollar. 

Mr Downer’s mission 
reflects the Australian gov- 
ernment’s growing convic- 
tion that full implementa- 
tion of the IMF package will 
trigger fresh political and 
economic instability In 
Indonesia. Mr Downer said 
yesterday that the package 
in its present form would 
“tear apart Indonesia’s social 
fabric". 

Australia would like the 
IMF to postpone various con- 


US expresses ‘serious concern’ 


Madeleine Albright, US 
secretary of state, yesterday 
told Keizo Obuchi, Japan’s 
foreign min is ter, that the US 
was “seriously concerned” 
about maintaining stability In 
Indonesia, writes Mtehiyo 
Nakamoto In Tokyo. 

Ms Albright urged Mr Obuchi 
to maintain dose contact with 
Washington on the Indonesian 
situation. 

The call came after Ryutaro 
Hash! mo to, Japan's prime 
minister, visited Indonesia last 
weekend to try to convince 


President Suharto to abide by 
the IMF’s economic 
restructuring programme. Mr 
Hashfmoto's visit was widely 
seen as having beat 
encouraged by the US. 

The decision by the Japanese 
prime minister to go to 
Indonesia came immediately 
after KRchi Mfyazawa. a former 
prime minister, returned from 
the US, where he was reminded 
by Robert Rubin, the Treasury 
secretary, of US expectations 
that Japan would do more to 
help the Aslan crisjs. 


dirions, such as the disman- 
tling of certain monopolies 
and the imposition of finan- 
cial transparency rules. 

Canberra fears that 
upheaval in Indonesia will 
damage Australian security 
and economic interests. “We 
are the developed nation 
closest to Indonesia, and we 
stand to lose the most from 
the crisis," said a spokesman 
for Mr Downer. 

Aides to Mr Downer said 
the IMF had signalled it was 
likely to postpone certain 
demands such as the 
removal of food and feel sub- 
sidies. 

Australia has framed its 
efforts to speak on behalf of 
Indonesia as part of its 
recent push to be a western 
conduit for Aslan issues, hi 
Indonesia's case, critics have 
warned that Australia risks 
being tied too closely to the 
Suharto regime In the eyes 


of international observers. 

For the time being, accord- 
ing to officials in Canberra, 
the Australian government 
will continue to push Presi- 
dent Suharto as part of the 
solution as well as the prob- 
lem. 

However, there are deep 
divisions within the Austra- 
lian government about assis- 
tance to President Suharto. 

Treasury department offi- 
cials, for example, have 
expressed annoyance at the 
recent public criticism of the 
IMF package by lan Mcfar- 
lane. governor of the 
Reserve Bank of Australia, 
and Stephen Grenville, dep- 
uty governor. 

Government officials 
acknowledged last night that 
“some differences" did exist 
"But everyone is basically 
going in the same direction,” 
said Mr Downer’s office. 
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Department store sales fall 
highlights weak demand 
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remained weak- . minster said the govern- 
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THAI LABOUR MARKET 


Crackdown urged on forgery 

The US yesterday ivged Thailand to crack down on document 

forgery arfo wridespreskl trafficking of 

landhas become a centre for trade m Btegal 

involved in document forgery, according to US 1 0epu ^J^^ t 

Secretary ol State for Law Enforcement and Crime, Jonathan 

Speaking at a news conference , he urged Bangkok to take 
steps to weed out corrupt Immigration personnel adding to the 
problem. He said the problem of moving people In and out w 
Thailand - often for prostitution or sweatshop labour - could 
worsen due to the region’s economic crisis. “The US government 
believes that profits earned fay migrant trafficking and doormen* 
forgery rings based in Thailand are among the highest in the 
world and are increasingly attracting the Interest of significant 
criminal organisations,'' he said- 

Mr Winer, in Bangkok to discuss law enforcement issues with 
his Thai countaparts, said the US was especially concerned 
about airport-based problems and that there were staff Involved 
In the immigration process who were either poorly trained or dis- 
honest Reuters, Bangkok 

HONG KONG ELECTIONS 

Rebuff irks democracy group 

A US-based democracy group said yesterday it was disappointed 
Hong Kong had rejected calls for International observers to moni- 
tor legislative pods due to take place next week. Six members 
from the Independent National Democratic Institute (NDI) said 
Hong Kong would boost its credibility by allowing overseas moni- 
tors to observe polling stations. 

The Washington-based NDI. which monitors emerging market 
democracies, was on a private visit to Hong Kong to assess the 
territory's level of democracy after it returned to Chinese rule last 
July. 

'T/Ve are somewhat disappointed that the position of the gov- 
ernment seems to be that access to the polling places would not 
be available," said Dick Thornburgh, a former US attorney-genera! 
and a member of toe NDI. Local democracy advocates have crit- 
icised the electoral rules as unfair and called on overseas observ- 
ers to monitor toe polls. Reuters, Hong Kong 


CAMBODIA POLL 

Donors ‘must help pay costs’ 

A senior Cambodian government minister yesterday told foreign 
donors that toe country wodd again face ruin and civil war if thej 
did not help pay for the general election due in Jiiy. "This Is the 
only chance we have," Sar Kheng, co-interior minister and a dep- 
uty prime minister, said In a speech at a rural development semi- 
nar. If we delay the elections there will be a lot of problems In 
terms of poficy and society. 

“But if we don’t have the money dvll war wiU return, everything 
we have achieved will be devastated, destroyed... We will have tc 
start again from zero." Officials estimate that the government 
needs about $30m to pay for the election, but that so far it has 
obtained only a small fraction of that amount 

Cambodia was plunged Into crisis last July when Second Prime 
M mister Hun Sen toppled his senior coalition partner. First Prime 
MBnlster Prince Norodom Ranariddh. Reuters, Phnom Penh 


Bourse seeks 
shift in status 


By Justin Marozzi in Manila 


The newly elected chairman 
of the Philippine Stock 
Exchange yesterday said 
that he intended to achieve 
self-regulatory status for the 
bourse by the end of his one- 
year term. 

The exchange was given 
temporary self-regulatory 
status in 1996 by the Securi- 
ties and Exchange Commis- 
sion, the market watchdog, 
but failed to have this 
renewed months later after a 
da maging series of resigna- 
tions including that of Vitali- 
ano Nanagas. the president 

Harry Lin, who replaces 
the controversial figure of 
Wilson Sy as chairman, said 
the exchange was on the 
verge of launching a new 
securities clearing house to 
monitor brokers' share 
transactions, a key reform 
required by the SEC. 

The SEC has also been 
exerting pressure on the 
bourse to amend its by-laws, 
which at present require 
that the PSE president 
approves investigations deal- 
ing with compliance and sur- 
veillance. “We’re in discus- 
sions on this now and we’re 
doing everything we can to 


get the relations!: 
SEC amicably sc 
Mr Liu. 

Mr Liu said I9t 
a difficult yea 
exchange. He poi 
sharp decline in 
lag volumes fro 
pesos in 1996 at 
Pesos in 1997 to 
level of lbn-L5bn 
meant there was 
than ever to enc 
eign investors tc 
the Manila marks 
ucing a wider ran 
cial products a 
ments such as 
derivatives and st 
rowing and lendh 

He said the < 
product develop] 
mittee was lookini 
her of such prof 
the help of soi 
larger foreign bro 

“We’re listenln 
foreign investors 
vs. but at the sam 
caa’t just put 
“logs on the tat 
having the approj 
rity nets, regulatt 
forth in place.” ht 

Analysts said t 
ted more solid 
from Mr Lfu tha n 
cessor. 
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Army engineers fight fires in northern BrazSL Picture AP 

Brazil under 
attack over 
Amazon fires 


By Gaoff Oyer in Sao Pardo 

The Brazilian government 
was yesterday criticised for 
being too slow fo respond to 
emergencies, as a vast area 
of Amazon rainforest contin- 
ued to blaze out of control 
following a drought caused 
by the El NIflo weather phe- 
nomenon. 

Neudo Campos, governor 
of the Brazilian state of 
Roraima, which borders 
Venezuela, accused the fed- 
eral government of dragging 
its feet in response to the 
fire, which he said had 
destroyed a quarter of the 
state since it began in Janu- 
ary. 

“While we have been fill- 
ing out forms in Brasilia, 
every thing has been bunting 
down." Mr Campos said. 

He said that in January he 
presented a plan to the fed- 
eral government to stop the 
incipient blaze freon spread- 
ing. 

The state is to receive only 
R$2m ($870,000) of the R|12m 
it asked for and the funds 
will not be released until 
today, he said. 

Mr Campos, who declared 
a state of emergency In 
Roraima on January 22, said 
the fire had destroyed 55,000 
sq km of land and forest, an 
area equivalent in size to 
Croatia. 

Federal government offi- 
cials said that although the 
fire was probably the biggest 
ever in the Amazon rain- 
forest, the Roraima govern- 


ment was exaggerating the 
area of devastation. 

The government's Insti- 
tute of Space Research, 
■which monitors deforesta- 
tion of the Amazon with sat- 
ellite images, said it had not 
yet been able to calculate 
the area affected by the fire. 

El Nifio has caused severe 
flooding in many areas of 
the Americas but in parts of 
the Amazon it has caused in 
a serious drought. Although 
it should be the wet season 
in Roraima, the state has 
been suffering a drought for 
six months and meteorolo- 
gists do not expect it to rain 
again until late April. 

“El Nino has been blamed 
far a lot of problems in Bra- 
zil, but this time it really is 
responsible,” said an official 
at Ibama, the federal govern- 
ment environment agency. 

. Officials said the fire was 
started in early January by 
grruiti fanners bunting their 
fields to prepare for planting 
new crops. 

Because of the unusually 
dry conditions, the blaze 
quickly spread and has 
affected virgin rainforest 
normally too wet to burn. 

“The noise that comes 
from the rainforest when it 
Is burning is one of the most 
incredible thing s i have ever 
heard,” said Mr Campos. He 
said 12,000 cattle had been 
killed, which would mean 
lost revenues of R$40m. It 
had also spread Hticm into 
the reserve of the Yanomami 
Indians. 


THE AMERICAS 

INDUSTRIAL DATA HOUSING STARTS JUMP TO HIGHEST LEV EL SINC E LATEJ980S BUT INDUS TRY OUTPU T REMAINS FIAT 

Mixed signals for sturdy US economy 


By Gerard Baker In Washington 

The exuberance of the 
domestic US economy was 
underscored yesterday with 
figures that showed housing 
starts jumped last month to 
their highest level since the 
building boom of the late 
lBSOs. 

But the shadow of the 
Asian financial crisis spread 
a little further over the 
country's manufacturing 
sector, as industrial produc- 
tion remained flat 

Construction starts on 
new homes and apartments 


surged by 6 per cent from 
the previous month to a sea- 
sonally adjusted annual rate 
of 1.636m, the highest rate 
since November 1967, the 
Commerce Department said 
yesterday. The lowest mort- 
gage rates in mare than a 
decade and some exception- 
ally mild weather were the 
main reasons behind the rise 
in February. But activity in 
the US housing market has 
been exceptionally strong for 
most of the last six months 
and the signs from last 
month are that the pace is 
accelerating. 


Housing starts are up by 
18 per cent since last 
August, and the figures pub- 
lished yesterday also 
suggested the building out- 
look in the next few months 
remains st ro ng. Permits for 
new home building, a reli- 
able indicator of future 
growth in the market, also 
increased 6 per cent in Feb- 
ruary. 

All regions except the west 
recorded strong gains in 
housing starts. Building in 
the north-east was helped 
especially by El Niflo-in- 
duced mild weather. 


But in contrast. Industrial 
output was unchanged in 
February, the first month it 
has not risen since Novem- 
ber 1996, the Federal Reserve 
said yesterday. 

A 1.2 per cent fell in car 
and truck production was 
offset by increases in. the 
output from utilities and in 
construction-related ac tivity . 
Manufacturing output was 
fiat overall, following small 
increases in the two previ- 
ous months. The rate of 
capacity utilisation dropped 
by (L3 percentage points to 
82.7 per cent 


Taken together,' the data 
demonstrate the growing 
tension in US economic con- 
ditions between strong 
domestic momentum, and 
the deteriorating prospects 

fix* the external sector. 

Solid real wage growth 
and low unemployment are 
bolstering spending at home, 
while Asian market weak- 
ness and the strong dollar 
are ac ting as countervailing 
forces for many producers. 

Strength of domestic 
demand was also borne out 
by retail sales which showed 
a surge in January and Feb- 


ruary. But evidence is grow- 
ing from industrial and trade 
data that exporters and pro- 
ducers feeing competition at 
home from cheaper imports; 
are reporting a slowdown in 
output. 

"The industrial sector is 
slowing in response to Asian, 
developments said Gerald 
Cohen, senior economist at 
Merrill Lynch, the New York 
investment hank. 

"Industrial production for 
the first two months of the 
year is only 0.6 per cent 
greater than tha fourth quar- 
ter average.” 


Colombia probe fails to clear BP contractor 


By Robert Cortina 

One of British Petroleum's 
main security contractors in 
Colombia could face further 
investigation, after a year- 
long inquiry failed to clear 
Defence System Limited 
(DSL) of the UK of possibly 
overstepping its role in the 
country. 

However, the investigation 
found little evidence to sup- 
port other allegations, such 
as that BP handed over pho- 


tographs of participants in 
local demonstrations to the 
security services. 

A recently completed 
report from the public prose- 
cutor’s office said it was still 
unclear whether former 
members of Britain's Special 
Air Service Regiment - 
employed by DSL's Colom- 
bian subsidiary - had 
trained members of Colom- 
bia's national police in 
"lethal” operations. 

The report said: "To date, 


this office does not have 
clear or complete judgment 
basis to discard or confirm 
the serions charges of 
involvement in training 
national police members. . . 
and what this means in a 
situation as serious as the 
one currently faced by the 
country.” The prosecutor's 
concern stems from whether 
former SAS members 
instructed the police in full 
counter-insurgency tech- 
niques. or whether such 


training was confined to 
defensive tactics to protect 
BP's well sites. 

BP requested the prosecu- 
tor’s report after numerous 
allegations against its Col- 
ombian operations. These 
included complicity In the 
murder of local activists 
opposed to BP's operations 
in Casanare, where leftwing 
guerrilla groups have repeat- 
edly attacked the company’s 
Cosiana and Cupiagua oil 
fields. BP has invested about 


$2bn in Colombia. 

The violence in the oil 
region has been compounded 
by the emergence of paramil- 
itary groups - some linked 
to large landowners - which 
have targeted small-scale 
farmers and others allegedly 
sympathetic to guerrillas. 
But the report said it was 
“far-fetched” to believe BP 
was “secretly sponsoring 
these forms of violence 
against peasants and work- 
ers". 


Although the prosecutor's 
office concluded there were 
no preliminary grounds on 
which to charge BP with 
criminal offences, it said the- 
investigation could be 
reopened. BP said it was not 
clear whether the prosecu- 
tor’s concern over some 
aspects of DSL reflected 
questions about the sub- 
stance of operations, or 
whether it resulted from 
lack of co-operation by Col- 
ombian police and DSL staff. 
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NEWS DIGEST 


ONTARIO GOVERNMENT 

Provincial chief proposes 
referendums on tax rises 

Ontario Intends to enact legislation requiring the government to 
hold a referendum to seek approval tor tax Increases In the Cana- 
efian province. The legislation is part of the conservative govern- 
ment's effort to Increase Its public accourtaMIty in the run-up to 
the next provincial election, expected next year. 

Those opposing the measure, however, argue that plebiscites 
erode the accourrtabffity of the parliamentary system and say that 
referendums In tha US have been usuped by special interests 
groups. Mflte Harris, the premier, has seen his popularity fan after 
his government passed a number of controversial Mis reforming 
Ontario's welfare system, education framework end the provincial 
tax structure. Many voters felt the Harris government used its 
majority to push through the legislation. Trite government sees 
this as an opportunity to redirect the focus of the next election 
campaign," said Nelson Wiseman, a political analyst at the Uni- 
versity of Toronto. The measure would also give voters the right 
to call a referendum on any significant issue that could be 
affected by new legislation. The government was ateo expected 
to introduce a separate bill requiring all local governments in Can- 
ada’s most populous province to balance their budgets. Mr Harris 
hopes to use these laws to show that he has ended the tax and 
spend" era. Scott Morrison, Toronto 

CARS RECALL 




Chrysler awaits decision 

Chrysler, America's third biggest carmaker, should 
end of this week whether the US Court of Appeals for the CMatnct 
of Columbia will block an order by a district judge to recall 
91,000 cars on safety grounds. Separately, the National Highway 
Traffic Safety Adm frustration Is calling on a federal Judge to fine 
the company nearly $1 .8m for taflire to comply with the recall 
order- The fine would be the largest Imposed on a car company 
and compares with the $405,000, the previous record, that Gen- 
eral Motors had to pay In the 1970a. . 

The issue surrounds a court call to recaH 91,000 Cirrus and 
E^odge Stratus cars from the 1995 model range because of 
alleged faults in the rear seat belts. Chrysler says the bah ^mecha- 
nism Is safe and the government's test unfair. According to 
Chrysler, the belt anchorage system has not felled in anyreai 
crashes. Haig Swremten, Motor Industry Correspondent 


UNITED AUTO WORKE RS 

Union studies Caterpillar offer 

Leaders of foe United Auto Workers ^ 

shortly to consider the new contract proposal by Caterpillar, trie 

big ma/wfacturer of eatfHTio^ng equipment 

;>2,--rtttenew offer - which comes three weeks alter UAW 
members at Caterpillar facilities In four aisles famed downap re- 
vious UAW-endoreed tentative agreement - were not raeawd. 
Zj^Xeerte deal centred pertly pr, the W .»n pi 

wS^in»l«d In the two bitter strikes a^terdirnrB 
1991 ^/^■■^^^^D'^toterpi'lar would 

Strikes hut h*« had some ca3ss dedefad by ertkwhe^ n seems 
likely that some compromise "W ^t^prac- 

Odwr eoncenw meted cm the dio^dkrtto 

bees claims against the company, and the tedrng of 
benefits. "nw company, and its 12.500 unionised wori“*sA | a ve 
^an^SsInce 1991 when Caterpito^ded to 

break tha i^^^tance on 

fng the need tor more ftedbflHy. NikW Tart, Chicago 
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There are millions of reasons to fly today, 
only one that matters to you. 

You could be on a quest to find new 
business opportunities. Maybe you're 
flying to close an important deal. 
You might be crossing the skies 
with a ring in your pocket and a 
proposal on your lips. 
Whatever your reason, it's important 
to us as well. Which is why, at 
Delta Air Lines, we promise to make 
your journey to the place you want to 
be just as good as the reasons you 
have forgoing there. 


T1S37 Dslw Air Linas, Inc. 


For more information and reservations see your travel agent or local Delta office, 

or visit our website at wwwMa-eir.com 
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INTERNATIONAL 


Cook visit disappoints Palestinians 


N E W S D I ■ 


By Jody Dempsey In Jerasatem 

The visit to Israel and the 
Palestinian Authority by 
Robin Cook, UK foreign sec- 
retary, is seen as a victory 
by Israel. But it has been a 
big disappointment to the 
Palestinians, despite their 
upbeat public statements. 

Mr Coiak's vow to visit Bar 
Hozna. a new Jewish settle- 
ment in Arab east Jerusa- 
lem, irith Faisal Husseini. a 
leading Palestinian official, 
turned into a fiasco even 
before Mr Cook arrived in 
Jerusalem. 

Israel managed to per- 
suade Mr Cook, who has 


insisted settlements are iBe 
gal, not to visit Har Homja 
with Mr Husseini. Then, in a 
development EU officials 
find hard to understand, . Mr 
Cook agreed to he accompan- 
ied by Danny Naveh, the 
Israeli cabinet secretary.. ' ; 

“Cook said Israel Is build-' 
ing on occupied land. But he' 
is now going there in the 
company of an Israeli offi- 
cial," an EU official said. Pal- 
estinian officials said they - - 
hoped Mr Cook might claw ; 
back some of the initiative, 
when he saw Har Homa 
from the Palestinian side in 
Bethlehem. 

However, EU officials 


believe Israel's uncompro- 
mising attitude toward the 
peace .process is pushing the 
EU closer to adopting a 
coherent- strategy after 
months of differences among 
the 15 member states. They 
said Miguel Angel Morati- 
njos.EU envoy to the Middle 
East* would step op attempts 
to draw up the strategy. 

“Israel thinks we can con- 
tinue to support the Pales- 
tinian ecofoomy without hav- 
ingvany say in reviving the 
peace process, believing the 
Etf wfll never reach a con- 
sensus on how to act,” said 
an\EU official: “But the 
.mood ini Europe is chang- 


ing." 

A letter recently sent to 
President Bill Clinton, and 
Signed by Tony Blair, UK 
prime minister; Helmut 
Kohl. German Chancellor, 
and Jacques Chirac. French 
president, suggests Europe is 
finding a united voice that 
Israel - and the US - can no 
longer ignore. 

The letter said that if cur- 
rent efforts by Washington 
were unsuccessful. “we 
would be prepared to engage 
with you in looking at more 
dramatic steps to revitalise 
the peace process, and to put 
forward ideas". 

Advisers to Mr Benjamin 


Netanyahu. Israels prime 
minister, who oppose any 
European involvement, are 
aware of the changing mood. 
They Include David Bar-IUan 
and Uri Arad, as well as Col- 
ette Avital. deputy director 
of European affairs at the 
foreign ministry'. 

Earlier this week. Mr Arad 
called in the French ambas- 
sador to Israel, relaying a 

message that Europe should 
not interfere in the peace 
process. "It is clear Israel is 
getting worried about the 
ELV an official said. 

EU officials admit this is 
the biggest challenge. They 
agree that imposing sanc- 


tions on Israel is out of the 
question. However, there is a 
growing consensus toward 
adopting a tougher line on 
rules of origin of produce. 

The question is how Israel 
would react to a more robust 
EU stance. 

"If we talk tough we are 
accused of being anti-Israel, 
if not anti-semitic. If we 
adopt a softly-softly 
approach, we are regarded as 
a walkover.” said an EU offi- 
cial. “But what Israel does 
not r ealis e is that Europe’s 

involvement is an attempt to 
save the Oslo accords and 
prevent the region from 
blowing up.” 


Italian oil chief 
defiant on sanctions 

Penalties against Iraq, Iran .and Libya .harm them and the 
west's oil plans, says Italy’s Bernab6.‘ Paul Betts reports 


T he spirit of Enrico 
Mattel, the founder of 
Eni who was assassi- 
nated 35 years ago, is stOl in 
evidence in the semi-priva- 
tised Italian oil and gas com- 
pany’s smart offices. In the 
executive bar in Eni's sky- 
scrapers outside Milan, 
learned magazines of the 
Mattei Foundation are piled 
next to trays brimming with 
pre-seasonal Easter eggs. 

A large photograph of Mr 
Mattel welcomes visitors 
outside the office of Franco 
Bernabe. the 49-year-old 
chief executive who has 
restructured and trans- 
formed Eni into one of the 
world's most profitable big 
oil companies in the last five 
years. Eni will report today 
preliminary 1997 financial 
figures showing another 
healthy rise in net profits. 

In his day. Mr Mattei 
unsettled the oil industry 
and the large integrated 
international companies, 
which he dubbed the “Seven 
Sisters", by trying to break 
their cartel and negotiating 
contracts with Russia, Iran 
and Libya. 

Mr Bernabe bristles at the 
suggestion be ts turning into 
a new Mattel But the quiet- 
spoken former economist, 
now preparing to see the 


government’s stake in his 
company drop below 50 per 
cent, has started . adopting a 
more vocal and political 
stance. 

In the last few weeks. Mr 
Bernabe has taken to speak- 
ing publicly fbr the first time 
on the need to scrap sanc- 
tions against Iran, Iraq and 
Libya, which some have 
interpreted as a cynical 
move to increase Italy's 
sphere of Influence in these 
oil-producing countries. 

Suspicion that he was 

Bemab€ is 
convinced 
sanctions are 
dangerous in the ■ 
long term 

adding his weight to a. con- 
certed Italian foreign policy 
drive has grown because his 
criticism of sanctions has 
coincided with a visit to Iran 
by Lamberto Dini, the Ital- 
ian foreign minister, a recent 
visit to Rome by Madeleine 
Albright the US secretary of 
state, and Libya's increasing 
interest in expanding its eco- 
nomic links with Italy. Eni is 
by tor the largest foreign 


Czech apples 
face Brussels 
retaliation 


By Mcftaef Smith in Brussels 
and Robert Anderson in Prague 

European ministers 
yesterday agreed to suspend 
preferential import tariffs on 
pigmeat. poultry and fruit 
juice from the Czech Repub- 
lic In retaliation against 
Czech restrictions on apples 
imports. They also made pro- 
vision for the European 
Commission to extend the 
measures to dairy products. 

The Commission estimates 
that the EU apple exports 
affected by the Czech curbs 
are worth Ecu7.6bn (JS.3bn) 
a year. The measures follow 
a Czech decision to impose 
an import quota of 24,000 
tonnes a year on EU apples 
with imports in excess of 
that amount attracting a 95 
per cent duty. 

The Commission says the 
Czech action is unjustified 
and claims it is discrimina- 
tory since the curbs do not 
apply to other apple export- 
ers. The EU measures, 
approved by transport minis- 
ters meeting In Brussels, are 
expected to come into force 
on April 2. 

The Czech ministry of 
agriculture reacted with dis- 
may to the EU decision. 
Antonin Kalina, deputy min- 
ister, said; “I consider this 
action a violation of the 
spirit and text of the Europe 
(association) agreement. I 
have seen no evidence that 
the quota has caused any 
damage to EU producers." 

Mr Kalina said that so tor 
this year the Czech Republic 
bad imported 3£00 tonnes of 
EU apples, well under the 
6,000 tonnes a quarter quota. 

He said there was still 
some room for discussion 
with the EU and that the 
government was not about 
to embark on a trade war. 
However, he added that it 
was unlikely to withdraw 
the quota given the state of 
the Czech apple industry. 

Last year EU apples sup- 
plied almost half the domes- 
tic consumption and the 
ministry estimates that 
replanting of orchards feU by 
40 per cent “Our producers 


Ministers raise 
duty-free doubts 

European transport ministers 
said yesterday there should be 
a study on the effects of 
abofeWng duty-free sales, after 
the Irish argued that the 
proposal could cost thousands 
of jobs across the union, writes 
Michael Smith. 

Ireland said It only backed a 
1991 decision to abolish duty- 
free sales on the basis that a 
study would be carried out first 

However, EU finance 
mWsterahava previously made 
dear they believe the decision 
should not be reopened. 


think there is no future in 
planting apple trees," Mr 
Kalina said. 

Jan Zahorka, secretary of 
the agricultural chamber, 
said: “Half of the Czech 
apples were thrown away 
last year because of 
imported apples." 

Mr Kalina said the ElTs 
retaliatory measures would 
be very painful and could 
cost Czech exporters Kpl60m 
($4.7m) if they had to cut 
prices by the increase in the 
tariff, or Kq620m if they 
stopped exports of the prod- 
ucts altogether. 

• The Commission yester- 
day toiled to win support 
from EU farm ministers for 
its strategy to ban specified 
risk materials of cattle as 
part of the fight against BSE 
mad cow disease. The Com- 
mission wants to extend the 
list of banned SRMs, but to 
delay its implementation 
from April l to July 1 and in 
some cases to next January. 
Its proposals also open up 
the possibility that countries 
which are free of BSE would 
be exempt from the ban. 

However, member states 
are divided with some believ- 
ing the proposals are too 
onerous and others arguing 
they do not go tor enough. : 
Ministers asked the Commis- 
sion to submit a new pro- 
posal by April 1. i 


producer in Libya, although 
Mr Bemabd denied Libya 
bad taken a 1.5 per cent 
stake In his company; it has 
a pgnrfrng- production shar- 
ing deal in Iraq^ and has a 
long history of relations 
with Iran, 

Mr Bemabd insists the ini- 
tiative is hls own, as an oil 
man: “I took it because 1 am 
firmly convinced of the inef- 
fectiveness of sanctions.” 

He Is' also convinced that 
sanctions are harmful and 
dangerous for the long-term 
relations of the west with 
these countries. 

/“Consider what happened 
in Italy in the 1930s,” he 
says. “In 1935, Italy was 
sanctioned by the League of 
Nations. As a consequence 
Mussolini was strengthened 
and built a stronger alliance 
with Hitler leading to the 
second world war." 

There are also strong eco- 
nomic arguments for lifting 
sanctions, says Mr BemabA 
He believes oil prices will 
rise In the longer term. 

“If we want to continue 
living in an environment of 
low oil prices that benefits 
the west with low inflation, 
low interest rates and 
growth, we need to develop 
the oil Industry in these 
countries with low, very low 



BemabA left, like his predecessor Enrico Mattei, is unsettling tha big oil companies by doing business 
with "rogue” regimes 


costs.” he argues. 

As a consequence of sanc- 
tions, Mr Bernabe warns, 
output in these countries is 
declining. “We see It in 
Libya. Iran may have similar 
problems.” Iraq did not have 
the ability to meet its food 
for oil allocation because it 
did not have the infrastruc- 
ture to accommodate an 
increase in production. 

For all these reasons, Mr 
Bernabe believes the west 
must reconsider its position 
over sanctions. “They create 
two big problems. They 


strain relations between 
allies and friends and create 
a big problem for the Ameri- 
can business community. 
Because of this, we are see- 
ing an increasing movement 
in the US against sanctions." 

Mr Bernabe fishes out of 
his briefcase some statistics 
that worry him. "Since the 
second world war the US has 
applied 104 sanctions. Of 
these. 61 have been applied 
between 1993 and 1996. . . 
And the reasons for impos- 
ing sanctions are spreading 
and covering all sorts of 


issues including religious, 
ethical, human rights, mili- 
tary and countless other 
grounds." he says. 

In the interest of economic 
stability, sanctions should be 
lifted, insists Mr Bernabe. 
“We are not seeking out any 
unfair competitive advan- 
tage in these countries 
because US companies can't 
move there. Everyone 
should have the opportunity 
to do business there and it is 
in the interest of everybody 
to revitalise the oQ industry 
of those countries." 


SOUTH LE BANON — . 

Israel reassures Its local 
allies in occupied zone 
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SATELLITE COMMUNICATIONS 


Inmarsat to go private 

Inmarsat, the international satellite group, has won approval to 
become a private company In the first step towards a mufti -billion 
dollar public offering by 2001. The decision to restructure the 
intergovernmental organisation was taken by its 81 members. It 
comes In response to the Increasing competitive pressures in the 
global satellite market, where new commercial operators are 
launching rival telecommunications services. 

Inmarsat's complex ownership structure has made decisions on 
Investment In the capital-intensive industry difficult Its manage- 
ment has dirawn up an ambitious S2bn plan to launch a new gen- 
eration of multi-media satellites, which would target the mobile 
laptop market Intelsat and Eutelsat, the other two intergovern- 
mental satellite organisations, are also in the process of changing 
their ownership structures for similar reasons. Inmarsat was 
esiabfehed In 1979 to serve the maritime telecoms market It has 
since developed into a provider of satellite services to other 
areas, such as energy and airlines. Christopher Price 


WORLD TRADE 


Taiwan’s high-speed rail 
project is right on track 

The aim is to build it without state aid amid hopes of an impetus 
from the Asian .crisis, reports Laura Tyson 


T he mastermind behind 
Taiwan's first burJd-op- 
erate-transfer scheme is 
determined to avoid the. pit- 
falls of past infrastructure 
projects which have suffered 
from corruption and shoddy 
construction. 

“The quality of public 
works here in Taiwan has 
been disastrous.” said Nita 
fog, president of Continental 
Engineering, one of Taiwan’s 
biggest civil works concern 
“We want this to be the most 
cost-effective, high-quality 
project possfola” 

That is why Ms Ing and 
her partners in the 345km 
high-speed rail programme 
plan to finance the TMQObn 
(US$12. 4bn) project without 
state funding. Moreover, 
they have pledged to reim- 
burse the government for an 
extra T$l07bn in land pur- 
chases from revenues. 

“A government contribu- 
tion would create the misun- 
derstanding that the govern- 
ment is a partner in the 
project and that Is an 
impression we want to 
| avoid,” Ms Ing said. 

The consortium which 
won the bid to build and 
operate the 35-year rail con- 
cession will convert into a 
corporation, possibly by the 
end of this month. 

Five core Taiwanese com- 
panies and two European 

White g< 

By Peter Marsti ta London 

Growth in demand for white 
goods will be almost totally 
concentrated in emerging 
economies over the next tow 
years as markets in Europe, 
north America and Japan 
reach saturation and are 
affected by competition. 

According to Industry fore- 
casts, three-quarters of the 
growth in domestic appli- 
ance sales by value between 
1995 and 2000 will be in east 
Asia, including Australia, 
eastern Europe and south 
and central America. 

The projections come from 


concerns - Germany's Sie- 
mens and GEC-AIsthom - 
will take a combined 55 per 
cent stake in the new com- 
pany. 

Contracts with the govern- 
ment will be signed in July, 
when the clock begins tick- 
ing on the five-year con- 
struction period. While 
building projects across Asia 
have been suspended or axed 
as countries struggle with 
financial woes. Taiwan’s 
high-speed rail is very much 
on track. 

Daniel Tsai, chairman of 
Fubon Insurance, and archi- 
tect of the financing plan, 
says the Asian financial cri- 
sis has forced a re-think of 
financing plans but will ulti- 
mately help the project to be 
built cheaper and faster. 

“Because there are no 
major projects elsewhere, we 
have a certain advantage in 
negotiating with contrac- 


tors,” he said. “They are all 
very hungry right now." 

Suppliers will be able to 
deliver equipment more 
quickly than might other- 
wise be possible. Overseas 
borrowings will be kept to a 
minimum to limit foreign 
exchange risk. In contrast to 
many of its embattled Asian 
neighbours, Taiwan is flush 
with cash and could easily 
finance the entire project 
domestically. 

Mr Tsai is seeking roughly 
T$7Qbn from overseas - 
mainly Europe - in the form 
of export credit The remain- 
ing T$280bn in loans will be 
raised in Taiwan. “Our goal 
is to reach the ideal mix, but 
the final combination will 
depend on borrowing costs." 
he said. HSBC, the UK-based 
financial group, has been 
appointed financial adviser 
to the project 

Construction will be 
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divided into at least nine 
large bids, each a turnkey 
project. Talks with inter- 
ested contractors began ear- 
lier this month. One or two 
sections may be put to ten- 
der this year. Ms Ing says, 
but most of 1998 will be 


Canadian rail link bidder signs pact with ministry 


Bombardier, a member of a 
consortium bidding for a 
T$50bn (US$1 .5bn) contract far 
a rail One between Taipei city 
and Taipei international airport, 
has signed a co-operation pact 
with Taiwan's economics 
ministry, writes Laura Tyson. 

Laurent Beaudoin, chairman 
of the Canadian aircraft and 


transport concern, said 
Bombardier warded to 
strengthen ties wfth Taiwan 
because of its “sound economic 
and trade infrastructure, 
sufficient economic power and 
the Taiwan government's 
openness in upgrading its 
transport system and aerospace 
indutey'. 


Bombardier, the world's third 
biggest manufacturer of civilian 
aircraft. Is part of a consortium 
led by BES Engineering. 
Taiwan's biggest civil works 
contractor, which Is bidding for 
the rail contract. Bombardier is 
also discussing aerospace deals 
with state-run Aerospace 
Industrial Development. 


Bosch-Siemeus Hausgerate 
(BSHj of Germany, the 
world's fifth biggest maker 
of domestic appliances. 

The company believes 
annual world sales of refrig- 
erators. cookers and related 
kitchen appliances will grow 
on average by L7 per cent a 
year in the five years to 2000, 
from DM165bn ($90bn) to 
DMI79.6bn. In North Amer- 
ica and western Europe, 
annual growth in value will 
be 0.2 and 0.8 per cent 
respectively. The figure for 
Japan will be 1.2 per cent 

In volume terms, the 
growth figures are likely to 


be larger, but prices are 
being held back or in many 
cases cut due to intense com- 
petition. 

The figures underline the 
difficulties facing white 
goods makers in most devel- 
oped countries, where 
demand during the 1990s has 
been muted due to weak Con- 
sumer spending and slow 
population growth. Also, 
replacement rates have been 
affected as many appliances 
last longer than previously, 
a result of better manufac- 
turing methods. 

With few new products 
available In a technologi- 


cally mature industry, many 
domestic appliances compa- 
nies are putting most of 
their expansion efforts into 
projects outside the main 
industrialised regions. 

Even with the economic 
turbulence in recent months 
in south-east Asia and South 
America, BSH believes aver- 
age growth rates in white 
goods in these regions will 
tor outshine those in the 
main developed nations. 

As consumers become 
wealthier, the company 
believes annual demand far 
appliances in the "tiger" 
nations of Asia will expand 


devoted to preparing for ten- 
der. 

The high-speed rail corpo- 
ration will be floated on the 
Taiwan stock exchange, but 
probably not for at least two 
years, Ms Ing added, because 
"we need to get a better 
grasp of the risk first." 

One main risk associated 
with the project Is whether 
it can be completed on 
schedule. Construction 
delays would set back the 
flow of revenues. Mr Tsai 
says he is “quite comfort- 
able" with the budget, which 
is constantly under review. 

The third big risk is that 
the government will not fin- 
ish critical transport links to 
the high-speed rail stations 


IL9 per cent in the five years 
to 2000, with the comparable 
figure Tor south America 4.9 
per cent. In central and east- 
ern Europe, the growth rate 
will be 4.5 per cent 
According to the forecasts, 
by 2000, these three regions 
- including central America 
and other parts of Asia and 
Australia, but excluding 
Japan - will between them 
account for sales of white 
goods of DM6L6bn, or 34 per 
cent of the total 
Of the DMl4.6bn extra 
white goods a year the world 
is expected to buy in 2000, 
compared with five years 


in time. Under the terms of 
the agreement it is obliged 
to build highway exits and 
set up public transport finks. 

Given the huge and grow- 
ing demand for north-south 
transport, virtually no risk 
exists that passenger levels 
will not meet expectations. 
Air routes are already satu- 
rated and ground traffic is 
congested - situations likely 
only to worsen during the 
construction period. 

“Once we reach comple- 
tion, we’re homer said Mr 
Tsai. “We're quite confident 
with our passenger fore- 
casts, which are rather con- 
servative." 

In addition to passenger 
usage, the rail’s planners 
expect to profit handsomely 
from land development pro- 
jects near the stations. "This 
is feirou - fatty meat," said 
Ms Ing, adding that such 
revenues had not been calcu- 
lated into the financing 
plans. 

There is no ceiling on for- 
eign equity participation in 
the project and there have 
already been expressions of 
interest from AIG, the US 
insurance concern, and the 
Singpore government, 
among others. 

Technically the project 
poses no unusual challenges, 
apart from a 7km tunnel. 

"The challenge will really 
be on-site management and 
co-ordinating the interface 
between the different con- 
tractors," said Ms Ing. This 
a one crucial lesson learned 
from the troubles of Taipei's 
mass transit system, which 
first line in March 
' a ^ t( er years of delays 
and ballooning costs. 


previously, DMllJbn is 
expected to come from these 
aw* parts of the world. 

J^ ith co ®Petitors 
such as Whirlpool of the US 
and Electrolux of Sweden, is 
^■Ppmg up investments in 

11 is 

*°J?» China ’ wbere has 
in three joint 
^hufacturing ventures and 
which it sees as potentially a 
strong production base for 

^Porting into other parts S 
south-east Asia. 

three companies have 
production bases in South 
America, where Whirlpool is 
the leading supplier. 
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OUR GAME PLAN: 

TACKLING THE GLOBAL CHALLENGE. 
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In today’s business world, being the best on your home turf just isn’t 
good enough. At VESA a German multi-business company active in 
electricity, ^mirals, oil distribution, logistics, real-estate management 
and telecommunications, we’re looking to become a global player. 

This year, two-thirds of our Group’s $44.5 billion in sales will be achieved 
in our home market In the near future, our plan calls for generating half 
of our sales in growing markets around the world. Which is why we’ve 
earmarked approximately $9 billion to boost our international business 
activities over the next five years. All with just one goal: enhancing 

shareholder value. 


Now let’s look at our record: In the past five years, by relentlessly working 
on improving our game plan, weVe more than tripled our share price. 
We’ve also achieved double-digit dividend increases annually over the past 
four years. 

At VEBA, we believe ours is a whining strategy. If you think so too, why 
stand on the sidelines? To learn more, you can reach us at Phone: -H-49 
(211) 4579-600, Fax: -H-49 (211) 4579-532, Internet: www.veba.com 
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THE B R I T I S HJE C O N OM V 

TAXATION AND SPENDING PACKAGE ANNOUNCED BY CHANCELLOR LEAVES OPPOSITION PARTIES WITH LITTLE THEY CAN CRITICISE 

A Budget crafted ‘to reward enterprise’ 


By Robert Peston, 

MHGalBBIDf 

Gordon Brown, the chanc- 
ellor of the exchequer, yes- 
terday attempted to put flesh 
on the skeletal frame of the 
new-styie Labour party with 
a -Budget designed to “make 
work pay" and “reward 
enterprise and entrepreneur- 
ship". 

“Only once in a generation 
is the tax system fundamen- 
tally reformed,” the c h an cel- 
, lor said at the start of his 
62-minute address to the 
House of Commons, a speech 
intended to place the encour- 
agement of work at the heart 


of long-tern plans to reform 
the welfare state. 

Although be denies he is 
on a moral crusade, bis val- 
ues underpinned the pro- 
gramme; Small and medium 
size businesses receive tax 
help, while the biggest com- 
panies will in effect finance 
the work Incentives package 
through the introduction of 
a quarterly system of corpo- 
ration tax payments. 

He also announced a 
long-term aim of taking child 
benefit for those paying the 
top 40 per cent rate of 
income tax. “It must be right 
in principle that if child ben- 
efit is raised in future, there 


there is a case for higher 
rate taxpayers paying tax on 
it," he said. 

However, It was a package 
opposition parties found dif- 
ficult to attack Faddy Ash- 
down, leader of the pro- 
European Liberal Demo- 
crats, described it as “not a 
bad Budget” but bemoaned 
Mr Brown's cautious 
approach to public spending. 

There were no blatant 
increases in the tax burden 
on so-called Middle England, 
the middle income groups so 
vital to the electoral pros- 
pects of both main parties. 
That meant that the Conser- 
vatives - in power for all but 


the last of the past 19 years 
- were deprived of the 
ammunition they need for 
their revival 

Mr Brown's ambition of 
increasing the take-home 
pay of those on lowest 
incomes and reducing the 
cost for employers of hiring 
new staff could hardly be 
opposed by the Conserva- 
tives. Their criticism focused 
on whether the precise mea- 
sures would work. They 
oppose the replacement of 
famil y credit with a working 
famil ies tax credit, but 
recognise this is not a popu- 
list campaigning issue. 

William Hague. John 


Major's successor as Conser- 
vative leader, believed he 
had Identified one ace. "This 
Budget sends a clear mes- 
sage to the family that 
works hard and saves hard - 
the government is not on 
your side. It is the step-by- 
step betrayal of Britain." he 
said. 

John Redwood, Conserva- 
tive industry spokesman, 
welcomed the government’s 
shifts on small company cor- 
poration tax and individual 

savings accounts but said 
“companies are still going to 
be massively worse off’. 

He said the two “most tell- 
ing forecasts" in the Budget 


documents were that the 
savings ratio was “going to 
plummet" and that the bal 
ance of payments would go 
mto deficit because of the 
strength of sterling. 

The Budget also drew criti- 
cism from the ruling party 
own dissenters. Dennis Skin- 
ner. a veteran Labour left 
icing member of parliament, 
said the time had come for 
Mr Brown to abandon Con- 
servative spending limits for 
good. “.As it is, Mr Brown 
can only move pieces around 
the Conservatives’ chess 
board.” he said. “What we 
need is a whole new chess 
board”. 


Drive against 
tax avoidance 
is stepped up 


By Jmi Kiefly, 

Accountancy Correspondent 


The chancellor used the 
Budget to clamp down on 
£L5bn ($&5bn) worth of tax 
avoidance measures, and sig- 
nalled that he would publish 
a “catch-all” to stop clever 
tax-planning schemes from 
draining the public finanwg. 

The Budget measures fall 
far short of predictions that 
the chancellor might include 
up to 200 clauses on anti- 
avoidance but the commit- 
ment to publish a “general 
anti-avoidance rule" next 
month is significant. 

. .“This is not the block- 
buster we expected but the 
fact that we are moving 
towards consultation on 
GAR in a month's t-rma will 
Introduce significant uncer- 
tainty unless it comes with 
an effective clearance sys- 
tem,” said Ina Barlow, head 
of tax at KPMG, the account- 
ancy firm. 

. A GAR has been tried in 
other countries and essen- 
tially gives tax authorities 
the power to stop transac- 
tions designed for tax reduc- 
tion rather than commercial 
reasons. 

_ In some countries, such as 
New Zealand, the measure 
has run into trouble in the 
courts but has had a general 
effect of reducing creative 
tax planning. Mr Brown's 
move will be seen as greatly 
increasing the powers of the 
Inland Revenue. 


If the UK government goes 
ahead with such a law there 
will be calls for a clearance 
system. The fear is that 
companies would halt deals 
if there were uncertainty 
about whether the “catch-all 
cZaase” would be used. 

A system of so-called “pre- 
transaction rulings” would 
in effect give companies the 
go-ahead to proceed with 
rfwais with tax implications 
so that they could complete 
in the knowledge that they 
would not be challenged in 
the courts. 

The raft of specific anti- 
avoidance measures in the 
Budget include: 

• Stopping exploitation of 
learning s rules under which 
UK residents get minions of 
pounds of income without 
being taxed in either the UK 
or any other country. 

• Stamping out so-called 
“gain buying” schemes, 
which aim to avoid tax by 
contriving to bring comp- 
anies with gains into groups 
with losses. 

• Tackling abuse of off- 
shore trusts - as presaged In 
a pre-Budget announcement 
The rules bring trusts set up 
before March 1991 into with 
those set up subsequently. 

• A package which will pro- 
tect £i.5bn worth of val- 
ue-added tax from avoidance 
per year. Measures include 
abuses linked to hiring 
goods, the use of sports 
clubs, and tax reliefs on 
transfers of businesses. 


Finns’ partners 
win concessions 


By Jm Kelly hi London 


The government has made 
big concessions to up to 
500,000 partners in law, 
accountancy and chartered 
surveyors' firms who faced 
changes to the way they pay 
tax which would have cost 
£35Qm ($585m). 

The Budget was expected 
to e n d thn tax advantages of 
partners - who traditionally 
have been allowed to defier 
payment of tax until after 
they receive payment for 
work they have done for 
clients. 

The government wanted 
them to move to the same 
basis as other businesses, 
which compute tax liabilities 
on an accruals basis - 
accounting for work when it 
is' carried out. Tax would 
also be payable on work in 
progress. 

The government is stick- 
ing to the system, but has 
deferred the Introduction of 
the system for a year. The 
first year now affected will 


be 1999-2000. It has also 
introduced a capping sys- 
tem, which in effect limits 
the amount that can be paid 
during the transitional 
period. 

Stephen King, speaking for 
the Royal Institution of 
Chartered Surveyors, said: “I 
am very pleased. There is 
also to be Anther consulta- 
tion which is very welcome. 
Everyone now has another 
year to get ready." 

The Inland Revenue 
recently announced another 
concession linked to the sys- 
tem. It said work done on a 
“success fee” basis would be 
liable for tax only in the 
event of success, and would 
not be counted as work in 
progress. 

There were fears that the 
Revenue would include suc- 
cess fees in their definition 
of work in progress, mean- 
ing partners would have had 
to pay tax when they did the 
work even if they were 
unsure they would win the 
fees. 



On his way to the House of Commons to doffvar his Budget speech yesterday, Gordon Brown strikes 
the traditional pose of a chanceOar of the exchequer outside his London residence, No 11 Downing 
Street, Westminster, next to the prime mi nster's headquarters at No 10 Picture: Brendan Cor 


Welcome for ‘prudent’ 
public spending plans 


By StBfan Wagstyi 
and Peter Marsh In London 

The Confederation of British 
Industry, the principal 
employers’ organisation, 
welcomed the Budget for its 
"prudent approach to public 
spending” and incentives far 
the jobless to seek work. 

But some other business 
organisations were more 
cautious and expressed con- 
cern about the continuing 
impact of the strong pound 
on British exporters. 

Adair Turner, CBI direc- 
tor-general, said he was 
encouraged by the overall 
fiscal balance and continued 
control of public borrowing. 
He welcomed the fact that 
exemption from the pro- 
posed new system of corpo- 
ration tax pre-payment was 
being extended to a larger 
number of smaller compa- 
nies. 

But he added that the CBI 
would have preferred to 
have seen some mitigation of 
the impact- on big groups. 


The CBI welcomed the pack- 
age of measures, including 
working families' tax credit, 
aimed at improving incen- 
tives to work for the low 
paid. 

However, it urged the gov- 
ernment to consider a net 
reduction in employers' 
National Insurance contribu- 
tions because the proposals 
would increase employment 
costs for higher-paid 
workers. 

The Engineering Employ- 
ers’ Federation, which is 
concerned about sterling's 
impact on exporters, gave 
the budget a “cautious wel- 
come” but said it remained 
“deeply concerned about 
deteriorating trading condi- 
tions affecting engineering." 
It added: “The key issue for 
engineering and manufactur- 
ing remains the exchange 
rate." 

The British Chambers of 
Commerce, which represents 
many smaller companies, 
said: “This is a valuable 
Budget for enterprise and 


employment It is both pru- 
dent and positive. However, 
the acid test will be its 
impact on inflation, interest 
rates and the strength of 
sterling." 

Wolfgang Geuecke, joint 
managing director at the UK 
arm of Unde, the German 
lift truck maker, said: “Our 
concerns on interest rates 
and currency are just as 
they were. We feel that in 
the short term the pound 
will rise.” 

Sir Ronald HampeL chair- 
man of ICI, the chemicals 
company, welcomed the 
“supply side measures" that 
should help growth. 

Paul O’Hea, chief execu- 
tive at Colt, the environmen- 
tal equipment maker, said: 
“Here we had a Labour 
chancellor doing things we 
haven't seen Labour chan- 
cellors doing before. He's 
trying to create a level 
playing field and help busi- 
ness rather than saying to 
guys like me that he's trying 
to ruin us." 


‘Bed and 
breakfast 9 
deals ban 
surprises 
investors 


By Debbie Harrison 
in London 

A big surprise for private 
investors is the chancellor's 
ban on “bed and breakfast- 
ing" shares to avoid or 
reduce capital gains tax 
bills. 

“From today (27 March), 
these contrived sales wfil no 
longer have the desired tax 
consequences,” the Budget 
statement declared. 

Simon Philip, a partner in 
accountancy firm Arthur 
Andersen, said, “This 
exposes investors to real 
market risk and will make 
them think twice before try 
mg this piece of planning 
which has been part of the 
investment landscape for 
many years. 

“Stockbrokers will now be 
turning their thought as to 
how the market risk can be 
Insured’. (.Buying) options is 
one possibility but this will 
incur a further cost." 

Capital gains tax is levied 
when an investor makes a 
chargeable gain - that is 
when an asset is sold and its 
value has increased since 
the time of purchase. 

The gain is the difference 
between the original pur- 
chase price and the sale 
price, allowing for an adjust- 
ment for inflation. 

To date, a common exer- 
cise at the end of the tax 
year involved the sale one 
day and repurchase the next 
of the same shares to crys- 
tallise a gain, which can 
then be offset against the 
annual COT exemption - 

£6.500 ($10,865) for 1997/98 - 
and the base cost of the 
assets is raised. 

The “bed and breakfast” 
arrangement can also be 
used to crystallise a loss and 
offset it against gains else- 
where in a portfolio in 
excess of the exemption. 

The new rules state that 
any shares sold and repur- 
chased within a 30-day 
period will effectively be 
counted as void. This means 
that the gain or loss which 
otherwise would have arisen 
will not be realised and the 
base price will therefore not 
be raised. 

Justine Urquhart-Stewart, 
business planning director 
with Barclays Stockbrokers, 
explained that the technique 
was not wholly lost bat 
would be more complex in 
future. 

“What Investors may do is 
sell one company and 
instead of buying the same 
shares back they will buy a 
similar company - for exam- 
ple one that is in the same 
sector." she said. 

“This will enable them to 
maintain their investment 
aims." 


^jfEWS DlGEST _ 

RELIEF FOR COMPA NIES 


Advance Corporation Tax 
to be abolished next year 

Advance ^Trounced in bis 

<**00 Brown, tf» wffl ^ 

House of Comrnons^d^^^^^^ ^ 

their corporation tax exempted The main rate of oor- 

s™ 0 ^dSbte Sutton refef for Compa- 

There will also be a review muou ^__ j _ ent gram 

nies. The Treasury ^ realises Its particu- 

Importance to relief of doub, ®^^ tkia injSwr^intries. With 
tar importance to 

that in mind, the modernise the system of 

Will consult business on opportunities to mooemae ^ 

double taxation relief for companies. 

Doubie taxation arises 

*' ** exisans 

system. teTeffectfreness in meeting the objectives of the reOaf 
and business’ compliance costs. 


VEHICLE FUEL 


Petrol and diesel taxes up 

Tax was increased immadBely by 4jlp ance a»Wonteadad 

and « pence a I1W on unleaded paM and ulba-kwaJl^ur 

efiesef. Ordinal dfesal want up by 5.5 pence alrtre^Roadnjel 

gas duties were frozen. Oil producers 

affected by new legislation in the finance 

the point at which duty is charged This wW bring oHMo 

alcohol and tobacco, with duty becoming due whan It s Imported 

or manufactured. The amount of duty and date of payment is 

unchanged. Duty on oil Is currently due when it fcs delivered for 

use. 


CONSUMER GOODS 


Spirits escape; tobacco hit 

Spirits duty has been frozen while beer and wine will increase in 
fine with inflation from January 1999. equivalent to 1 penny on a 
pint of beer and 4 pence on a bottle of wine. Tobacco duty wiH 
be increased by 5 per cent more than inflation from December 
equivalent to about 21 pence on a packet of 20 cigarettes. 


PROPERTY 


New threshold for stamp duty 

The rates of stamp duty on transfers of property (excluding 
shares) for more than £250,000 wiH be increased. The new rates 
are: 2 per cent where the price is more than £250.000 and 3 per 
cent where the price exceeds £500,000. The new rule will apply 
to transfers on or after March 24 except for transfers made in 
pursuance of a contract made on or before March 17. There will 
be no change either to other thresholds. 


CASINOS 

Unexpected rise in levy 

Casinos will have to pay more lax after the top rate of gaming 
duty was raised from 33 Vj per cent to 40 per cent - the first such 
change fix almost a decade. The change win mainly affect the 21 
London casinos. The British Casino Association said the new rate 
was ’tataKy unexpected”. Share prices of the larger casino 
groups are expected to be affected. Scheherazade Daneshkhu. 
London 

Budget on the web: Complete coverage is available on the FTs 
web site at http-yAww.FT.com. Coverage includes a summary of 
the man points, fufl analysis by the FTs specialist writers and 
comments from its top columnists as well as the chancellor's 
speech In full and links to background papers from the UK 
Treasury. 
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For once, the House of Commons stakes a credible claim to voters’ attention 


Philip Stephens 

is thankful that the 
Budget package 
Was notably 
devoid of populism 

T here was nothing swash- 
buckling about Gordon 
Brown's Budget. But as 
a 'piece of serious political 
prose it was superb. These 
days the House of Commons 
rarely stakes a credible 
rfgfm to our attention. But 
Mr Brown’s intensity of pur- 
pose yesterday reminded us 
that there may yet be a role 
for conviction in the nation's 
political life. 

The chancellor's second 
Budget takes two big gam- 
bles and does no more than 
cross its fingers against the 
riik that the present eco- 
nomic boom will soon turn 


to bust. But more of those 

later. People have been ask- 
ing what Tony Blair’s gov- 
ernment is about Mr Brown, 
heartily applauded in 
advance by the prime minis- 
ter, has filled a sizeable cor- 
ner of the canvas. 

It was not a populist pack- 
age, and we should be thank- 
ful for that Instead, it was 
crafted in the style of Nigel 
Lawson, vintage 1983-86 
rather than vintage 1988. In 
that, it confirms Mr Brown 
as a chancellor with a proj- 
ect Put aside his unrequited 
ambition to be prime minis- 
ter, and Mr Brown’s place In 
the history books should be 
as one of tiie Treasury’s radi- 
cal reformers. 

His aim in this Budget was 
to persuade us that enter- 
prise and fairness can be 
mutually reinforcing rather 
than mutually exclusive: 


that a government of the 

centre-left can be just as 
comfortable helping entre- 
preneurs as it is levering up 
the life chances of the 
excluded. Thus be sounded 
almost as proud of the bar- 
rage of tax changes designed 
to nurture small business as 
he did of the panoply of mea- 
sures designed to raise the 
incomes of the working poor. 

He offered, if you like, a 
different definition of fair- 
ness. To many in his party 
the concept still means noth- 
ing more than talcing from 
the very rich to give to the . 
very poor. Raise taxes on the 
top 10 per cent and hand out 
the money to the bottom 
decile in higher benefit 
cheques. For the chancellor, 
fairness Is more complicated. 
It's about helping those will- 
ing to work, about improv- 
ing incentives and support- 


ing children rather than 
crude redistribution from 
rich to poor. 

The Budget's centrepiece 
lay In the ambition to make 
work pay. Work is Mr 
Brown’s personal passion. It 
is also his answer to the 
question which has dogged 
the left-of-centre throughout 
the post-war years. How to 
lift the fortunes of the disad- 
vantaged without driving 
the middle classes into the 
arms of the right? Because, 
for all the scares ahead of 
the event and the Conserva- 
tives’ token efforts to prove 
otherwise after it, this Bud- 
get was never going to see 
an assault on the middle 
classes of middle Britain 
whose votes put Mr Blair in 
Downing Street 

Back in the 1950s, 
Anthony Crosland thought 
governments could under- 


write full employment by 
manip ulating de man d In the 
economy. The fruits of 
growth would pay for the 
welfare state. Mr Brown, as 
determined as Mr Lawson 
once was to eschew Keynes- 
ian macro-economic policy, 
believes that the roots of 
today's disadvantage lie in 
unemployment and poor 
education. The answer is 
putting the present genera- 
tion of unemployed to work, 
and better educating their 
children. 

No doubt tbe experts will 
find flaws in the detail of Mr 
Brown's measures to ratchet 
up the take-home pay of 
those at the bottom end of 
the income scale. There is no 
perfect system when it 
comes to tax and benefits. 
And once he has reflected on 
the complexities, my guess is 
that Mr Brown is more likely 


to abolish child benefit in 
favour of a new children’s 
tax credit than try to tax the 
existing payments. No doubt 
too, some businesses will 
howl at the proposed 
changes in national Insur- 
ance contributions - a much 
more radical move than the 
dry detail suggests. 

These are quibbles. It is 
the direction that counts. 
And Mr Brown made a com- 
pelling case. He also set in 
place the first pillar of the 
wider reform of tbe benefits 
system which Mr Blair has 
promised for this parlia- 
ment. 

Now, though, to the gam- 
bles. The first is as much 
about tone as substance, but 
is important none the less. If 
we should applaud the chan- 
cellor's ambitions, we can 
also caution him to moder- 
ate his rhetoric. The impact 


of the Budget will not be felt 
for many years. The chancel- 
lor should prepare ~ 

and the nation - for disap- 
pointments along the way. 
He will not quickly solve the 
problems of Britain’s under- 
class even with a quite radi- 
cal overhaul of the 
tax and benefits system. 

The second gamble is more 
subtle. If the middle classes 
have so far emerged rela- 
tively unscathed, they must 
soon be persuaded that tax 
cuts foregone are a price 
worth paying. The govern- 
ment will do that only if it 
delivers measurable 
improvements in health and 
education. Mr Brown has 
again injected more 
resources into these pivotal 
services. But he will have to 
do much, much more if the 
middle classes are to con- 
clude the bargain is fair. 


♦hl he u im “ ediate danger, 
though, comes from the con- 
dition of the economy. I lis- 
tened carefully to Mr 
Brown-s speech. Sterling 
merited one brief mention. 
He wanted some thing r a ile d 

8 stable and competitive 
pound". Yet sterling’s 
destructive and unsustaina- 
nie appreciation is both 
symptom and contributory 
pause of the fundamental 
imbalances which now 
threaten another of those 
famrtiar hard landings for 
the economy. 

On the balance of probabil- 
ities Britain is hiding for 

2Sf!i on ’ . Y et MrBrown 
says there is nothin g to be 
done. I wonder how wise it is 
w tell us so often that we 
Jave seen the end of boom 
and bust when the economy 
fiee so precariously perched 
between the two. 
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LG to delay Wales semiconductor project 


By JuSeite Jowtt in Canfifl 

E urope's biggest-ever inward 
investment project, a semi- 
conductor project in Wales 
by South Korean electronics 
group LG, could be delayed 
for up to two years hgpause 
the company is short of 
cash, suppliers claim 
Yesterday LG blamed a 
late plan to introduce more 
modern technology for the 
decision to postpone the 


opening of the project by six 
months, but stressed that it 
would not be longer. 

The semiconductor proj- 
ect, expected to employ 1,700 
staff, is part of a £L7bn 
($ 2 . 8 bu) investment by the 
LG group in Wales, creating 
6.100 jobs - most of thfTn at 
a consumer electronics plant 
already in operation. 

Decisions by two other 
Asian groups, Hyundai and 
Samsung, to defer similar 


projects elsewhere in the UK 
have raised fears about their 
viability, but the LG Semi- 
con project is believed to be 
safe in the long term. 

A London-based Korean 
market expert said: “LG in 
general are probably one of 
the better chaebols [con- 
glomerates]. Having said 
that, it*s pretty dear they 
also have a huge need for 
cash since the end of the last 


“The signs I’m getting 
from the head office is that 
they are definitely slowing 
down their expansion over- 
seas because of that. It’s a 
bit of a wait-and-see 
situation." 

The semiconductor indus- 
try is experiencing increased 
competition, falling prices 
and flat tening deman d The 
LG Group is also bearing the 
hrunt of problems at Zenith, 
its US electronics subsidiary. 


However, the south Wales 
plant is the South Korean 
group’s first overseas opera- 
tion, and is seen as crucial to 
to boosting European sales 
and generating ca sh for the 
group- The upgrade in chips, 
from a memory capacity of 
64 DRAM towards 256 
DRAM, would also pat LG 
ahead of many rivals. 

The company said: “The 
microchips well be produc- 
ing at the Wales plant will 


be among the most advanced 
in the world. As everyone in 

the industry knows, that 
sort of design modification 
cannot be achieved over- 
night, and we're allowing 
ourselves a margin of six 
months for its implement- 
ation.” 

Equipment suppliers say 
they have been put on hold 
and that they fear delays of 
up to two years in fitting out 
three plant bufl dings funded 


by the Welsh Development 
Agency - the body responsi- 
ble for promoting inward 
investment - as part of a 
£247m state-aid package. 

•Some suppliers recruited 
new staff on the back of the 
LG contracts, and now face 
labour problems because of 
the delay. Training providers 
have been put on hold, in at 
least one case indefinitely, 
bat expect the delays to be 
no longer than six months. 


Ex-ministers 
accused over 
‘mad cow’ alert 


ByAfisoa MaitlaBd in London 

The former Conservative 
government failed to act cm 
experts’ advice to ensure 
that consumers were pro- 
tected from mad cow dteoam* 
transmitted via animal feed, 
the public inquiry into BSE 
[bovine spongiform encepha- 
lopathy] was told yesterday. 

It also heard rfaims from 
Professor Richard Lacey, the 
microbiologist and fierce 
Critic Of Official handling of 
BSE, that the epidemic 
appeared to be dying out 
only because diseased cattle 
were now being buried on 
farms “on a massive scale". 

Prof Lacey told the inquiry 
he bad seen video evidence 
that farmers were burying 
cattle in open graves 
because carcases had 
become worthless. 

A group of experts set up 


by the Conservative govern- 
ment in 1991 said in written 
evidence that it knew then 
that “vigorous monitoring" 
of the feed industry was 
needed to prevent material 
from dead cattle and sheep 
entering the chain in line 
with a 1988 ban. "However, 
so far as we are aware, no 
mechanisms were estab- 
lished to monitor the rele- 
vant legislation,” it said. 

The Lamming group, 
named after its chairman. 
Professor Eric Lamming, 
said its recommendations 
were accepted by govern- 
ment in 1992. Its proposal for 
an independent rammiHo^ to 
advise on animal and human 
health aspects of feedstuffe 
was seal as “important and 
necessary”. 

But it was 18 months 
before the group heard any 
more. Then Nicholas 



Farmers wary after EU 
vote to ease beef ban 


Prof Lacey: ctearts “false picture’ of epidemic Picture H&ckes Leeds 


Soames, a junior agriculture 
minister, said independent 
advice could be left to gov- 
ernment departments to 
obtain as necessar y. 

In mid-1996, it became 
dear many cattle developing 
BSE had been bom after the 
1988 ban. 

“We vigorously restated 
our concerns about the 
implementation of the feed 
bans and asked for the 
appointment of the indepen- 
dent animal feedings tuffs 
advisory committee to be 


reconsidered," said the 
group. It said most of its 
recommendations on BSE 
and “spongiform" brain dis- 
eases in other species “did 
not receive the timely atten- 
tion implied by the govern- 
ment responses (of June 
1392)". 

Speaking afterwards. Prof 
Lacey said farmers wanted 
to minimise cases to get the 
beef export ban lifted. The 
agriculture ministry said it 
was satisfied all BSE cases 
were being reported. 


By ABsoo MaiHaod In London 

Northern Ireland farmers 
were cautious yesterday 
about celebrating the vote 
by European Union farm 
ministers on Monday to 
the ban cm exports of beef 
from the region. 

“It’s not the panacea 
everybody thinks it’s going 
to be," said Wesley Aston, 
commodities director at the 
Ulster Farmers’ Union. 
“Sterling is so strong that 
we’re not going to have cus- 
tomers damlwrii^ all OVBT 
us. We’U be more or less 
starting from scratch." 

The strength of the pound 
is a second blow to the 
region after the 1996 ban on 
beef exports wiped out the 
market for half of Northern 
Ireland’s beef production. 

The region is the first to 
benefit fr om an easing of 
ban nearly two years later 
because it alone has a 
sophisticated computer data- 
base to trade cattle. It has 


also had fewer cases of BSE, 
or “mad cow disease", than 
mainland Britain. 

The ban, and cheap 
imports fuelled by the strong 
pound, pushed cattle prices 
down about £240 ($400) on an 
average carcass from around 
£920, said Mr Aston. North- 
ern Ireland exported £200m 
worth of beef in 1995, nearly 
40 per cent of the UK total of 
£520m. 

David Rutledge, chief exec- 
utive of Northern Ireland’s 
Livestock and Meat Commis- 
sion, said yesterday: “That 
£200m is not a realistic tar- 
get in the short term.” 
Exports would be worth 
£150m at most, with cattle 
aged more than 30 months 
excluded from the food 

chain 

Northern Ireland exporters 
have kept in touch with for- 
mer customers such as their 
biggest, Albert Heijn, the 
Dutch super mar ket chain 
owned by Ahold. Exporters 
are also hoping for resumed 


sales from Italy, Scandina- 
via, Spain and South Africa. 

The National Fanners' 
Union of Scotland said the 
Brussels decision could 
bring some relief to the over- 
supplied domestic market by 
providing an outlet for 
Northern Irish beet 

“But the real significance 
would be that it paves the 
way for the better scheme to 
make progress through the 
Brussels machine,” it said. 

The Meat and Livestock 
Commission, the industry- 
fUnded promotional body for 
the whole UK, said it wanted 
to see the rest of the beef 
ban lifted by the end of the 
year. BSE was disappearing 
from the national herd and 
the UK-wide computerised 
cattle tracing system would 
be operating by then. 

“We know from talking to 
potential importers that 
there’s still a lot of goodwill 
towards British beef," it 
said. “The challenge will be 
to win back our markets." 


Lloyd’s profits top $1.5bn for third year in succession 


By Christopher Adams, 

Insurance Corespondent ' 

Profits at the Lloyd's of London 
insurance market have topped 
£lbn ($L7bn) for the third succes- 
sive year. Preliminary figures for 
1995 released yesterday provided a 
welcome boost for several thou- 
sand Names who weathered the 


worst run of losses in Lloyd’s his- 
tory. 

The insurance market, which 
reports three years in arrears, 
announced pre-tax profits of 
£L007bn, calculated after deduct- 
ing members' personal expenses. 
This compared with a 1994 profit 
of £1.013bn. Analysts said the 
result was “substantially better” 


than many bad expected. Under- 
writers benefited from unusually 
low rtahns in catastrophe reinsur- 
ance and a strong performance in 
the marine market. 

However, Max Taylor, Lloyd’s 
rhairman, warned that profitabil- 
ity in subsequent years had dete- 
riorated sharply following a rapid 
and seven fall in prices charged 


for commercial insurance. This 
year would be “very difficult”. 

Analysts yesterday predicted 
profits of £600m for 1996 and 
£400m for 1997. Premium rates in 
catastrophe reinsurance had 
dropped by 20 per cent annually 
over the last four years. 

According to independent fore- 
caster Chatset, the marine market 


accounted for three-quarters of 
overall 1995 profits. Chatset said 
marine underwriters had pro- 
duced a 20 per cent return on 
capacity - the amount of business 
they were able to write. By con- 
trast, non-marine markets pro- 
duced a return of 85 per cent and 
aviation 10 per cent, it said. 

The Association of Lloyd's 


Members, which represents sev- j 
eral thousand Names, the individ- 
uals whose assets have tradition- 
ally supported Lloyd’s, expressed 
“deep anxiety” about current trad- 
ing conditions. With no sign of a 
recovery in premium rates, it 
urged members to be cautious 
over the selection of underwriting 
portfolios. 


N Ireland 
peace 
deal ‘still 

feasible : 
in May’ ;• 

By Brace Clark in WuMogtOR'' 


A • Northern Ireland 
settlement could win popu- 
lar approval by the encT ef 
May, despite the nervous- 
ness of public opinion and 
the likelihood of fresh vio- 
lence, Mo Mowlam, Britain’s 
chief Northern Ireland min- 
ister, said yesterday. 

“With the determination bf 
the parties, we can ket 
there," said Ms Mowlam as-a 
series of Saint Patrick’s J>ay 
celebrations, due to culjni- 
nate in a White House recep- 
tion last night, got under 
way. But she acknowledged 
that lack of popular confi- 
dence was a serious problem. 
A recent opinion poll* in 
Northern Ireland showed* 82 
per cent of respondents did 
not have confidence in a set- 
tlement by May. 

Moreover, she did not 
believe that “random acts Of 
violence” were likely-fo 
cease. The perpetrators were 
“intent on trying to bredk 
the process and there’s 'no 
reason why they should 
stop." Ms Mowlam said. Sfie 
said the UK government 
would warmly welcome =a 
pre-referendum visit to 
Ireland by President Clinton. 

Mr Clinton met Gerry 
Adams, the Sinn F6in leader, 
on Monday night and tfas 
due to see other Northeria 
Ireland party leaders today. 
• The Prison Officers' Asso- 
ciation in Northern Ireland 
yesterday demanded the tes- 
jgnation of Alan Shannon, 
head of the Northern Ireland 
Prison Service. The call 
came after the death, 
described by police as mur- 
der. in the Maze prison of a 
Protestant held cm reman d 
in connection with the mur- 
ders in the village of Poyn- 
tzpass of two Protestant and 
Roman Catholic friends. r - 

Finlay Spratt, association 
chairman, said: “If you put a 
remand prisoner into a sec- 
tion with convicted prison- 
ers and he is co-operating 
with the police and can 'be 
got at - that is crazy." • • " 


art in 
t and 
arket 
being 
n uni- 

tain to 

jignifi- 

1’seco- 
. The 
ronsul- 
leLon- 
ld the 
n Gov- 
to the 
rf Lon- 
lership 
•e are, 
re that 
artner- 
1 though 
duct of 
■ wnen ts 
• of any 
ondon’s 
c devel- 

co-ordi- 
on , and 
uategic 
concile 
eratlon 
s cm the 
sompeti- 
ldusion 
sustains- 


. . -» . 


AT A TIME LIKE THIS, THERE 


.. | : m.: . 





10 


financial times 


WEDNESDAY MARCH 


2 S 1998. 


By J; 
Hard 


Chit 

Zhu 

min 

tQ.U£ 

stee 

test 

refb 

n 


atm 

ip! 

the 

fare 

disc 


By 


Sou 

its 

ket 

JuJ 

cap 

; k 

t TO. 
shi 
nie 

PTC 

ope 

off 

wo 

are 

for 


to 

aiji 

no 

the 

act 

Oft 


i 




T1 

tv 


i< 

ni 

or 

nc 

sc 

w 

m 

rii 

T1 

ri 

m 

m 

oi 

ui 

sc 

oi 

cl 

o* 

te 

a.< 

ol 

ci 

ai 

ei 

01 

If 

fc 

p 


MANAGEMENT & TECHNOLOGY 





TELECOMS PAGERS 


> New tune 


signals the 
next era 


Geof Wheelwright on the fightback 
against the dominant mobile phone 



You're quietly 
enjoying yourself at a 
party, sipping a glass 
or something relaxing and 
being far more witty than 
you can ever remember. Sud- 
denly. there is a load, obnox- 
ious, electronic beep. 

; A dozen heads swivel 
round as party guests strug- 
gle to figure out whose pager 
is causing this unwelcome 
intrusion. You quietly con- 
tinue finishing your glass, 
secure in the knowledge that 
your pager has enough intel- 
ligence not to interrupt in 
such a rude fashion - you 
have programmed it to play 
the first few notes of Beeth- 
oven's Fifth Symphony if it 
has anything to say to you. 

This may sound like wish- 
ful thi nking for anyone who 
is a slave to the tiny metal 
and plastic boxes that sound 
the main events of their 
lives. 

But it is just a new breed 
of programmable pager 
known as the Motorola Page- 
Writer 2000. It demonstrates 
how the humble pager is 
fighting back against mobile 
telephones. 

The $399 PageWriter 2000 
is a two-way pager that 
looks more like a tiny, hand- 
held computer. It Is only 
slightly larger than a stan- 
dard pager, weighs 6.7oz and 
flips open to reveal a small 
display, a 47-key keyboard 
And enough built-in process- 
ing power and memory to do 
far more than Just send and 
receive alerts. It can also 
send and receive electronic 
mail over the internet and 
connect to a personal com- 
puter to exchange data. 

Motorola also recently 
announced add-on software 
that can be loaded into the 
pager from a desktop PC to 
allow users to record and 
schedule appointments. 

-Another optional piece of 


software lets you play the 
party trick described above 
as you “personalise” the 
noise your pager makes by 
choosing from a variety of 
musical alerts. 

Motorola is not the only 
company helping the pager 
“grow up". Pagers under 
development by other manu- 
facturers can also act as 
answering machines by digi- 
tally storing recorded voice 
messages on the pager itself, 
rather than simply "beep- 
ing" you. 

Such pagers will also 
allow you to receive news, 
weather and text messages - 
and can be used on 
"roaming” services that 
allow you to be paged in 
many cities throughout the 
world. And, like the 
PageWriter 2000, a number 
of them can even send 
messages as well as receive 
them. They are smaller, 
lighter, and on the whole 
cheaper to buy and use and 
also consume less power 
than roihiiaf telephones. 

Take, for example, the new 
"talking pager” currently 
under development by 
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They are smaller, 
lighter and 
on the whole 
cheaper to buy 


Lernout & Hauspie, the 
Belgian speech technology 
company in conjunction 
with Oi Electric of Japan 
and NDC Voice. It aims to 
end the days when you 
would have to dial into a 
message service. The pager 
uses the "Flex" pager 
infrastructure to receive 
highly compressed voice 
messages instead. 

The companies say the 
pager, which is expected to 


be available in Japan later 
this year, is able to accept, 
store and replay as many as 
80 voice messages of up to 20 
seconds each. The messages 
are stored digitally on solid 
state memory chips within 
the pager and can be sent 
from any ordinary 
telephone. 

Another key new feature 
to be found in the latest 
pagers relates more to where 
you can use them, rather 
than what you can do with 
them. Pagers traditionally 
have been limited to 
functioning within your 
home city or region. 
Increasingly, however, 
paging service providers are 
moving to an Infrastructure 
where they can offer what it 
«in«8ri "wide area paging”. 

This means, for example, 
that pager users in North 
America can travel 
anywhere from Alaska to 
anri stDl be "within 
range” to receive pager 
messages. Such services, 
offered by SkyTeL PageMart 
and a number of other 
providers. 

These allow you to receive 
news, sports, weather and 
even traffic information via 
your pager anywhere within 


the coverage region. 

In addition, those who 
offer such services are also 
tending to provide a "page 
me from the internet" 
service so that text messages 
can be sent directly from a 
web page to an 
alphanumeric pager. 

If all this talk of text and 
internet connections 
suggests to you that pagers 
and computers are moving 
closer together, consider the 
impact of a recent alliance 
between PageMart Canada, 
Motorola and 3Com. 

As a result of the alliance, 
PageMart and Motorola say 
they will deliver a "Pager 
Card for PalmPilot” add-on 
to SCom’s PalmPilot 
handheld computer. The 
card will he branded by 
PageMart, and marketed by 
both PageMart and the Palm 
Computing Division of 3Com 
Corp. 

The companies promise 
that the $299 Pager Card for 
PalmPilot, which will be 
available in the second half 
of 1998, will allow PalmPilot 
users to receive numeric and 
text messages via the 
PageMart network with 
coverage throughout 
Canada, Mexico and the VS. 



WfaiiMp.yoo iii three easy steps. 
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HEALTH PROZAC 


Mixed 



m a 



£bu 


Victoria Griffith looks at the conflicting 
views held by patients and doctors about 
the effects of the ‘happy drug’ 



Janet Hamlin, an 
American mother of 
two. thought her phy- 
sician might suggest some 
helpful exercises or minor 
dietary changes when she 
mentioned she suffered from 
mild pre-menstrual syn- 
drome. a monthly hormonal 
disorder that can cause 
irritability and, in extreme 
cases, depression. 

She was shocked when the 
doctor recommended Prozac, 
the anti-depressant. “I 
couldn’t see taking a major 
medication like that just 
because Pm a little grumpy 
once a month," she says. 
Mrs Hamlin declined the pre- 
scription. 

Prozac is being used to 
treat a growing number of 
maladies, from depression to 
social awkwardness. In 1996. 
the medication became the 
first to be approved by the 
Food & Drug Administration 
for the eating disorder 
bulimia. 

Up to 25m people have 
taken the drug for a variety 
of symptoms since it came to 
market in 1987. In feet, the 
medication has become so 
popular that Harold DeMon- 
aco of Massachusetts Gen- 
eral Hospital says Prozac 
generates more sales from 
general practitioner 
prescriptions than any other 
drug. 

Many patients rave about 
Prozac’s effects. Depression 
sufferers have called it a 
"lift saver". For more minor 
ills, too, it seems to make a 
difference. 


thing ," says James Jefferson, 
a senior scientist at the 
Wisconsin-based Dean Foun- 
dation research institute, 

"Prescriptions should be 
made only after lengthy dis- 
cussions of the patient’s 
symptoms, the drug’s possi- 
ble side-effects, alternative 
treatments and the length of 
time Prozac is likely to be 
taken.” 

Use of the drug by the 
young is particularly contro- 
versial. Eli Lilly, its maker, 
may soon receive permission 
to market Prozac to children. 
Even without formal ap- 
proval. it appears, growing 
numbers of children and 
teenagers are turning to the 
drug. According to the FDA. 
about 700,000 minors in the 
US take anti-depressants, 
including Prozac. 

Parents often support such 
treatment. One adolescent in 
suburban Boston took Pro- 
zac after her school grades 
slipped for a term. Her par- 
ents say she was more 
moody and less co-operative 
before treatment Same say 
those traits are merely part 
of being a teenager and 
growing up. 

Many physicians 
staunchly defend Prozac, 
calling It a godsend for 
depression, which the scien- 
tific community believes is 
under-diagnosed and under- 
treated. 

Others say the treatment 
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Akioos Huxley: Proxac te seen as a real form of hb flcdonal Soma 


nerve cells - the synapses - 
one cell in the brain releases 
serot onin , which transfers 
information to the neigh- 
bouring cell. 

Normally, the chemical Is 
quickly reabsorbed back into 
the cell that released it In 


'Prescriptions should be made 
only after lengthy discussions 


Peter Kramer, in his book 
Listening to Prozac, describes OT the patient's syfflptOITIS and 
a physician who took the 

drag for added seif-confi- possible side-effects of the drug' 

deuce, then made a success - 

is too often used as a cheap 
substitute for psychother- 
apy. "Psychotherapy may 
take longer, but its impact is 
long-lasting an d there are no 
medical side-effects,” says 
Peter Breggin, a Maryland 
psychiatrist who has written 
about Prozac. 

The drug affects the 
brain’s level of serotonin - a 
chemical associated with 
mood. To send messages 
across the space between 


ful transition to opening his 
own practice. Tom Collins, a 
track driver, writes on the 
internet that he found Pro- 
zac very effective for weight 
control. 

Yet concern is growing 
that Prozac, in some cases, 
may be treated too casually 
as a cure-ail. "Doctors must 
be careful that they are not 
handing this drug out auto- 
matically, a sort of ‘got a 
problem? Take Prozac’ 


patients taking Prozac, the 
serotonin remains in the 
synapse longer, continuing 
to send its message. The 
great mystery of Prozac is 
that while this effect takes 
place alm ost immediately, 
patients taking the drug 
don’t feel any dramatic 
change in mood until they 
have been on the treatment 
for weeks. 

One of the reasons Prozac 
has been such a success is 


that the side-effects seem 
largely benign. Some takers 
report nausea, headaches, 
and a decline in sexual 
drive. Most takers tolerate 
the drug without serious 
consequences. Even women 
who continue the treatment 
throughout pregnancy seem 
to do so with very little risk 
to their children. 

Ironically, the drug's 
apparent lack of serious side- 
effects exacerbates the dis- 
comfort many feel at its 
widespread use. 

A number of observers 
have compared it to Soma, 
the "happy pills" everyone 
consumed in Aldous Hux- 
ley’s science-fiction novel 
Brave New World. Prozac 
seems to promise happiness 
for free. 

The problem is that soci- 
ety has yet to work out if 
that is a worthy goaL Feel- 
ing down every now and 
then may simply be an ines- 
capable part of the human 
condition. 
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JOHN KAY 


There’s no accounting 
for creatures of habit 


What do the planet Venus, ant heaps and 
successful businesses have in common? 
Their behaviour is not dictated by sums 


Every student of elementary 
economics learns that 
companies maximise their 
profits by equating m*T yinai 
cost with marginal revenue. 
Fifty years ago, two Oxford 
economists called Hall and 
Hitch organised a series of 
evening seminars in which 
they grilled successful 
industrialists about how 
they ran their 

businesses*. 

They discovered that few 
of these industrialists bad 
heard of marginal cost or 
mar g inal revenue: they 
certainly did not know how 
to measure them. 

Hall and Hitch thought 
they had made an important 
discovery. If business people 
did not understand marginal 
cost and marginal revenue, 
bow could they be 
mariBiWng their profits? 
And how then could 
economists continue 
using theories of 
business behaviour that 
assumed profit 

mmriiritBpHop V 

The two dims Invented a 
theory called full cost 
pricing. Prices were 
determined by adding a 
mark-up to costs, which was 
what these industrialists 
said they did. 

All this is the most 
familiar criticism of 


economics and economists. 
Economists, it is said, 
assume selfish and rational 
behaviour. 

But economic decisions 
are made by people who are 
Often and 

irrational. If only economists 
made more contact with the 
real worid, they could 
construct theories that were 
properly descriptive of what 
pecide and companies 
actuallydo. 

Yet every student of 
elementary economics is still 
taught about marginal cost 
and marginal revenue, while 
full cost pridng theory 


barely rates a mention. For 
good reasons; asking people 
what they do and why is not 
necessarily a good way of 
understanding their 
behaviour. 

Milton Friedman may 
have indulged in 
characteristic overstatement 
when he wrote that asking 
business people to explain 
their behaviour was as - 
useful as fls frfo g 
nonagenarians to account 
for their long life. But he • 
was presenting a crucial 
argument Rationality, and 
profit maximisation, are "as 
IT* hypotheses. Companies 
may behave as if they were 
profit maximisers, and 
individuals as if they were 
rational, and they may do 


how savings evolve over the 
lifetime of a household? And 
that, like Venus, people 
might behave in this way 
without having done the 
calculations. 

Of course, we would have 
to have reasons for thinking 


that the equations worked, 
and evidence that they did. 
But biological sciences have 
shown the extraordinary 
power of these "as if* 
hypotheses. 

Richard Dawkins, who 
popularised the idea of 
biological determinism, uses 
the metaphor of the selfish 
gene to argue that genes 
behave as if their purpose 
was to propagate themselves 
as widely as possible. 
H uma ns, and many other 
species, give more attention 
to close relatives than to 
distant ones, and by an 
amount that can be 
accurately calibrated. That 


There is some tendency, over time, 
for sensible habits to drive out 
foolish ones. And that is all that 
the 'as if hypothesis requires 


this even if they don't makw 
the calculations th«t profit 
maximisation or rationality 
require. 

Natural scientists have 
long been familiar with 
these kinds of "as if” 
arguments. 

Tbs way in which Venus 
revolves round the sun is 
described, feiriy accurately, 
by a set of differential 
equations. No one thinks 
this happens because Venus 
sat down and worked out the 
sums. No one would think 
that the theory of planetary 
motion had bran refuted 
because a mathematician 
went to Venus and failed 
to find anyone familiar 
with differential 
equations. 

Why then should we think 
it impossible that another 
system of differential 
equations migh t describe 
how an economy grows, or 


is not because we, or our 
genes, h ave calculated what 
proportion of our genes we 
share. 

Ant heaps are 
extraordinary feats oF anH P ] 
organisation, but not 
because some Boss Ant 
worked the structure out 
and told everyone what to 
do. The ant heap is as it is 
because heaps built in that 
way fared better than heaps 

built in different ways. 
Rational structures emerge 
because they are favoured 
by the environment in which 
they operate. 

We have the same sort of 
reason for believing in 
rationality in the economic 
behaviour of individuals and 
companies. 

Everyone lives by rules of 
thumb. And roles of thumb 
and conventions of 
behaviour that produce good 
results win persist Rules of 


thumb that were not 
consistent with them would 


UU.UI WVUil 

not Just as Venus follows 
these differential equations 
because, if it did not it 
would drift off into outer 
space and we would not 
have to describe Its 
transit around t he sun 
at alL 

Now huznan behaviour 
seems different from the 
motion of the planets or the 
evolution of the species 
because we know that In 
principle, we could make the 
calculations that rationality 
demands. 

There are some people 
who can solve systems of 
differential equations - 
although in practice most of 
us are as well equipped to do 
so as the inhabitants of the 
planet Venus. But is this 
difference of much 
importance? Is Microsoft as 
it is because Bill Gates 
calculated everything in 
advance? Or is it closer to 
the ant heap - an 
organisation that has 
evolved by pursuing thw« 
that work and ab andonin g 
what doesn't? 

, < P iat is why I continue to 
believe that consumers act, 
more or less, rationally; that 
companies tend to do things 
that increase their profits: 
“at Prices in finary ia} 
markets tend in the long run 
to reflect the intrinsic 

value of the underlying 
assets. 

Consumers do silly things, 
ana so do companies, aad so 
do people who trade in 
securities. But there 
is some tendency, over 

ome, for sensible habits 
to drive out foolish ones. 

And that is all that 
the "as iff hypothesis 
requires. 
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THE ARTS 


ART THE BRUEGEL DYNASTY 


Ebullient look 
at peasant life 



Detail from The Triumph of Death', 1626, by Pieter Breughel the Younger, nicknamed ‘HeR* Breughel 


AC. Grayling sorts 
out the confusion over 
the family names 

Pieter Bruegel’s two sons spelled 
their surnames differently not 
only from their father but from 
each other, and are now accord- 
ingly known as Pieter Breughel 
the Younger and Jan Brueghel 
the Elder. The confusion thus 
caused among newcomers to 
Bruegel-Breughel-Brneghel work 
does not stop there, for the sons 
painted multiple copies of their 
father’s work, so faithfully that, 
unless they hang beside the origi- 
nals, the amateur eye can barely 
distinguish them. But the differ- 
ences are significant, and this 
powerful exhibition of the Brue- 
gel artistic legacy provides the 
definitive statement of what they 
are. 

Vienna's Kunsthistorisches 
Museum focuses its attention on 
the sons* work to show how they 
Interpreted and transformed 
their lather’s legacy. Dozens of 
their works have been brought 
together from collections around 
the world, making in aggregate a 
richly stimulating display which 
is sore to establish, once for all, a 
definitive perception of the mer- 
its. both intrinsic and relative, of 
the Bruegel dynasty’s members. 

The Kunsthistorisches Museum 
is ideal for such an endeavour. It 
bolds about a third of the 
securely attributed paintings by 
Bruegel, among them the most 
familiar and popular of his 
works. Only a few small addi- 
tional pieces could be borrowed 
from elsewhere because galleries 
are reluctant to let their Bruegels 
travel. But the museum’s holding 
is a secure basis for the main 
task of exploring the sons’ work, 
and in this respect the exhibition 
is a triumph. The museum seems 
almost to have emptied the world 
beyond Vienna's Ringstrasse of 
Breughel and Brueghel drawings 
and paintings, and they have 
hung and annotated them 
thoughtfully. In the comparisons 
thus made possible, and in the 
development especially of Jan the 
Elder's work, file merits of each 
come vividly into view. 

Bruegel’s productive life was a 
short one. He was bora about 
1528 and died in 1569. After visit- 


ing Italy in the early 1550s - and 
being overwhelmed by Alpine 
scenery, imaginative reconstruc- 
tions of which thereafter per- 
vaded his work - he made a liv- 
ing by drawing for engravers, 
especially those employed by the 
publisher Hieronymous Cock. In 
the last eight years of his Hfe he 
p ai n ted for a small group of pri- 
vate clients; all his great works 
are from this period. 

When he died his sons were 
aged five and »»» (Jan was the 
younger), too young to have been 
taught by him. He paintPd scenes 
of peasant life, illustrations of 
proverbs, towns capes, religious 
subjects hiewflod into large socio- 
logical observations of his con- 
temporary world. Hieronymous 
Bosch was an influence, but 
Bruegel transcended his influ- 
ences; he painted with a wholly 
original acuity and wit that 
enhanced the already substantial 
popularity of genre painting. 

Bruegel's genius lies in inti- 
mately and often h um orously 
observed documentary detail. His 
work is full of ebullient life «nH 
uncompromising naturalism. In 
some of bis patnting a the central 
event - St. Paul struck blind, 
Christ collapsing under the 
cross's weight - are almost lost 
in the middle distance of a tumul- 
tuously crowded scene, every cor- 
ner of which throngs with inci- 
dent, gesture and emotion, a 
by-play of subplots which whoDy 
seduce the eye. His intention is 
to show how epochs occur in the 
midst of ordinary life, often 
unnoticed while some momen- 
tarily noisier triviality usurps 
centre-stage. 

Thus he showed life as it is, 
busy and hard, full of struggle, 
against the backdrop of which 
the festivals, weddings, games 
and dances he depicted make per- 
fect seise in the riotous abandon 
of the relief they provide. Peas- 
ants caper, booze, urinate against 
walls, paw each other with the 
erotic clumsiness of mating 
goats. Dutch bagpipes skirl over 
the scene, rough clay mugs slop 
over with ale when raised in 
toasts. Bruegel faces lie at the 
opposite end of the scale from, 
say, Botticelli faces; they are 
comic in their u gliness , belong- 
ing to a different species from the 
angelic beauties of Italian art. 
His peasants seem vaguely 


related to the comfortable pink- 
cheeked grandees of Rubens and 
van Dyke, but the relation is 
blurred by poverty, cold winter 
winds, intimate proximity with 
the swine and kine who share the 
peasants’ low-thatched dwellings. 

There is nonetheless something 
mysterious in Bruegel. Dutch 
foregrounds contrast with Italian 
backgrounds, painted as if with 
different palettes in different 
moods. Thick-nosed Flemish 
peasants cut wood or tramp 
through snow before us. while in 
the distance a Mediterranean 
tempest smashes a fleet, or Ica- 
rus plummets to an unnoticed 


death. The incongruities are 
intentional, and powerful. 

With this achievement as one’s 
reference, it is easy to form a 
judgment of the son's work. 
Without question. Jan the Elder 
is by far the better artist of the 
two - indeed, on the evidence of 
this exhibition he is a great art- 
ist Where Pieter the Younger’s 
copies and imitations of his 
father are flat, wooden, and 
barely focused, Jan's are distin- 
guished by excellent draughts- 
manship and the high skills of a 
miniaturist. Although Jan 
readily and plausibly imitated his 
fathers Flemish palette and tex- 


tures. his independent work is 
decidedly Italian in its blue-green 
colourings, to which he added his 
famous velvet finish. His flower 
paintings come into their own in 
this exhibition, because one sees 
how magnificently achieved they 
are both in the observational 
powers and the techniques he 
exported and developed from his 
father's fgrhniip ie- 
Pieter the Younger strikes one 
as derivative and clumsy because 
be stands in Bruegel's shadow, 
and was either unwilling or 
unable to escape it. Had we none 
of Bruegel's originals, bowever, 
Pieter the Younger would seem a 


prodigy of comic skin and obser- 
vation. And he has something of 
his own: it is his dwelling on the 
horrors of hell, which earned him 
the sobriquet "Hell Breughel”. 
Jan Is an entirely different mat- 
ter a superb draughtsman, pos- 
sessor of a fine eye and hand, 
lover of rich floral colours and 
textures, well earned him his 
nicknames “Velvet" and “Flower 
Brueghel”. One of the chief suc- 
cesses of this exhibition is that it 
alerts us to the reasons why 
Rubens and other contemporaries 
so admired Jan’s work. 

Such a plethora names and 
nicknames prompt me to end as I 


began, in the spirit of Confucius's 
Rectification af Names. Does the 
confusion of the surname's spell- 
ings complicate its pronuncia- 
tion? The Flemish “ue" rhymes 
with “fur”, the German “eu" with 
“boy”. The latter pronunciation 
for “Bruegel" has become wide- 
spread; but cognoscenti resist it 
In light of the fact that the tiny 
Flemish race has contributed dis- 
proportionately so much to 
Europe’s art and music, it seems 
to me entitled to have its sur- 
names pronounced its own way. 

At the Kunsthistorisches 
Museum, Vienna until April 14. 
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Lusty singers enjoy 
Boi'to’s labour of love 


Obsession with the past 


OPERAIN CONCERT 

DAWMURMY 

Mefistofete 

Royal Opera Company 
BaiUcao 

The Royal Opera is sensibly 
taking advantage of its homeless 
state by reviving in concert-form 
very dim operas that aren’t 
worth the trouble and expense of 
staging, but still offer lusty sing- 
ers - and their audiences - lusty 
rewards. They need to be cast to 
the hilt, of course. As with Gior- 
dano's synthetic, derivative 
Andrea Chenier last month; so 
now with Arrigo Bolto’s Mejisto- 
fele. sponsored last Saturday and 
Monday by The Drogheda Circle 
and the Friends of Covent Gar- 
den. 

Bernard Haitink conducted his 
Royal Opera forces as if he 


believed passionately in every 
amateurish bar of it. His chorus 
sang up with keen, laiger-than- 
life fervour, as if they all 
wanted to keep their jobs safe 
until Covent Garden re-opens 
again - supposing that it will! - 
and the three well-chosen princi- 
pals were in stirring voice. Sub- 
sidiary roles were excellently 
taken by Patricia Bardon and 
Peter Hoare. 

Mefistofele is the Teutonophxle 
young Bolto’s version of Goethe’s 
Faust, and a labour of well-mean- 
ing love. At the fiasco of its 1868 
Milan premime, he was only 26; 
later he found his true vocation 
as a librettist for many other 
composers, old Verdi above all 
( Otello , Falstaff). In Mefistofele, 
his sole completed opera, it is 
strange to hear him setting his 
own Italian text so stiffly and syl- 
labically to music. 

But tiie music itself is the real 


trouble. Historically, it had an 
important part in transmitting 
the new operatic ideas of Weber 
and Wagner inp to Lohengrin ) to 
an Italian musical public, once 
the rewritten Mefistofele - which 
turned the baritone Faust into a 
tenor - found success in Bologna 
in 1875. Bolto particularly 
admired, and copied, tbeir 
use of a sophisticated orchestral 
palette beyond anything that 
the average theatre- banda was 
used to. 

For the most part however, the 
musical results of his forays are 
wretchedly banal, often below 
even the standards of 19th-cen- 
tury Italian opera-ballet Else- 
where young Boito was bolder, 
but uncritical. His oozy chromat- 
ics for spooky moments sound 
like routine silent-film 
accompaniments now; his 
bravely adventurous moments, 
notably Faust’s and •'Margheri- 


ta"'s last duet are hobbled by 
uncertain technique. 

For Faust's arias, luckily, the 
composer managed to find 
expression for some elevated feel- 
ing. And one Wagnerian 
sequence of rising chromatic 
cadences, heard in the Prologue, 
is effective enough - startling, 
even, in 1875 - to bear an expan- 
ded fortissimo choral reprise at 
the end. Haitink sought to bring 
down the roof with that and met- 
aphorically he succeeded. 

The rest of the success was 
down to the principals. The Cana- 
dian tenor Richard Margison 
sang a lucid, tirelessly fresh, 
leather-lunged Faust; without 
costume or makeup he looks like 
Timothy West but sounds as if 
he were in his high 20s: an ide- 
ally apt composite persona for 
Goethe's hero. The American 
baritone Samuel Ramey preened 
and snarled to grand, practised 
effect as Mephistopheles; the 
great Romanian soprano Nelly 
Miririoiu lent plaintive subtlety 
to Margtierrta. 

They were all exciting to hear. 
While the opera went on. It exer- 
cised an immediate grip, though 
in another few days nobody will 
be able quite to remember why. 


THEATRE 

ALASTAiR MACAULAY 

Krapp’s Last Tape 

Royal Shakespeare Company 

Samuel Beckett’s first book was a 
study of Proust; and decades 
later, he made “la recherche du 
temps perdu" the subject of one 
of his most audacious plays, 
Kropp's Lost Tape. 

Alone in old age, Krapp is 
absurd, pathetic, and obsessed 
with his memories. He takes out 
an old ledger, and reads slowly 
what he wrote there long ago. 
“Farewell to” ( turns page ) “love". 
And then he broods. He looks up 
a tape of audiodiary be recorded 
30 years ago. and listens to it 
The tape reveals that even then, 
30 years ago, he was the same 
pathetic figure, and obsessed in 
the same way by the past 
“Spiritually a year of profound 
gloom and indigence until that 
memorable night in March, at the 
end of the jetty, in the howling 
wind, never to be forgotten, when 


suddenly I saw the whole thing. 
The vision at last . . But no 
sooner did his old voice start to 
raise this road-to-Damascus reve- 
lation than Krapp impatiently 
switches it off. 

He winds forward to various 
other fragments, and winds bade 
to others. One account of an 
erotic encounter in a punt holds 
his attention, and leaves him 
brooding. On another tape, he 
records his current thoughts, a 
broken stream of consciousness 
in which he derides his old 
thoughts, continues to harp on 
the past, mulls over minor words 
and speaks with gathering bitter- 
ness of the past and present 

He listens again to the memory 
of that encounter, and lets the 
tape run on. His 30-year-old voice 
says: “Perhaps my best years are 
gone. When there was a chance 
of happiness. But I wouldn’t want 
them back. Not with the fire in 
me now. No, I wouldn’t want 
them back.” The older Krapp 
hears this: and stares. 

In the Royal Shakespeare Com- 
pany’s new production, Edward 


Petherbridge plays Krapp; and he 
and David Hunt have directed it. 
It is an ideal role for his melan- 
choly stand ing-back-from-life 
detachment; and he has the wit 
to make the most of its many 
ironies and absurdities. 

At first he is almost too cute 
in his handling of the long period 
of wordless stage business with 
which Beckett starts the play - 
but this serves only to impress us 
the further as he leads us into 
Krapp’s gloom and bitterness. 
When he turns the page after 
“Farewell to”, he really seems 
not quite sure that the next word 
will be “love”. But when he reads 
it, he drily doses the book. 

The mystery with Beckett Is 
that, the further he takes us Into 
depression and under-achieve- 
ment, he never depresses us. He 
shows us the bleakest sides of the 
m in d; distances us from them; 
even makes us laugh at them: 
and renders us strangely touched 
and enlightened. 


In BSC repertory at The Place, 
Barbican Centre, ECl. 
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Arts 

Guide 

BALTIMORE 

CONCERTS 

Joseph Mayerhoff Symphony HaB 

ret 1-410-783 8000 

www.baltmorBsyrryjhany.org 

Baltimore Symphony Orchestra: with 
percussionist Evelyn Glennie. 
Programme includes Christopher 
Rouse's Der gerettete-Afoerich, 
Wagner's Siegfried Uyfl and R. 
Strauss’s Also sprach Zwathusba. 
The conductor e David Znman; Mar 
19,20 

OPERA 

Baltimore Opera Company, lyric 
Opera House 

Tel: 1-470-625 1600 

www.baliimoieopeta.cotn 

Carmen: by Bizet. Conducted by 
Alfredo Silipigni in a production 
directed by David Roth. The title rde 
is sung by Irina Mbhura; Mar 19, 

21 , 22 


BELFAST 

THEATRE 

Grand Opera House 

Tel: 44-1232-241919 
Marlene: A Tribute to Dietrich. 
Starring S5n Phillips; Mar 18, 


19, 20, 21 


BERLIN 

CONCERTS 

Phttiarmonie 

Teh 49-30-2548 8354 
Berlin Philharmonic Orchestra: 
conducted by Phffippe Henreweghe in 
Bach's Passion. With soloists 
Including Arme-Sofie von Otter and 
Matthias Goeme: Mar 18 


CHICAGO 

CONCERTS 
Orchestra Had 
Tet 1-312-294-3000 
www.chtcagosymphony.org 
Chicago Symphony Orchestra: 
conducted by Ofiver Knussen in 
works by Mussorgsky/StokowsId and 
Knussen. With soprano Rosemary 
Hardy; Mar 19, 20, 21 


FLORENCE 

OPERA 

Teatro Gofdora 

Tel: 39*5-211158 

wwWJnaggkrfoientnTo.cam 

Orfeo: by Montlverdi. New staging by 
Luca Ronccrt. to ceiebrate the 

reopening of the Teatro Goldoni. The 
conductor is Rend Jacobs; Mar 18. 
20 . 21 


FRANKFURT 

CONCERTS 

Frankfurt Oper 

Tflt 49-89-21202 

Rising Stars: mezzesoprano Xenia 

Meijer, pianist Hans Spankers and 

saxophonist Hubert Claessans of the 

Amsterdam Concertgebouw perform 

a programme including works by 


Purcell. Mozart, Brahms and 
Debussy; Mar 19 


HELS INKI 

OPS1A 

Finnish National Opera 
Teh 353-9-4030 2211 
The Magic Flute: by Mozart. New 
production by Swedish director 
Etienne Gteser. designed by Peter 
Ttflberg. Conducted by Mikko Franck; 
Mar 18. 20 


LISBON 

CONCERTS 

100 Days Festival, Expo ’98 
Portuguese Symphony Orchestra: 
programme cf 20th century works; 
Main Auditorium. Centro Cultural de 
Belem: Mar 18 


LONDON 

CONCERTS 
Royal Festival Hati 

Tet 44-171-960 4242 

• Boston Symphony Orchestra: Seiji 
Ozawa conducts Mahler's Symphony 
No. 6; Mar 18 

• Boston Symphony Orchestra; Seiji 
Ozawa conducts Mahler’s Symphony 
No. 3; Mar is 

OPERA 

English National Opera, London 
CoBseum 

Tel: 44-171-632 8300 

• L 2 Bohema- by Puccini. Steven 
Pimlott's production is revived by 
Barry Atkinson and Frances Moore, 
and conducted by Emmanuel Joel; 
Mar 19. 21 

• The Tales of Hcflman: by 
Offenbach. New production by 
Graham Vick, designed by Tobias 


Hoheisei and conducted by Paul 
Daniel /William Lacey. Cast includes 
John Tomlinson; Mar 18. 20 

Shaftesbury Theatre 

Tel: 44-171-379 5399 

The Royal Opera: Casi fan tutte, by 

Mozart Revival of Jonathan Miller’s 

production, conducted by Colin 

Davis; Mar 19, 20, 21 


MADRID 

CONCERTS 
Audltorio National 

Tel: 34-1-337 0100 
Elliott Carter 90th Birthday 
Celebrations: Pierre Boulez conducts 
the London Symphony Orchestra in 
works by Ravel, Carter, Stravinsky 
and Prokofiev; Mar 18 


MANCHESTER 

CONCERTS 
Bridgewater Hall 

Tel: 44-161-907 9000 
Kiri Te Kanawa: recital by the 
soprano, accompanied by pianist 
Julian Reynolds; Mar 18 


MILAN 

OPERA 

Teatro alia Scab 
Tel: 39-2-88791 
www.tascala.mllano.it 
Kovancina: by Mussorgski. 
Production from the Mariinsky 
Theatre of St Petersburg conducted 
by Alexander Pohnichka in a staging 
by Fedor Lopukhov, with designs by 
Fedor FedorovskJ; Mar 18 


NEW YORK 

CONCERTS 


Avery Fisher Hafl, Lincoln Center 
Tet 1-212-875 5030 
New York Philharmonic: conducted 
by Daniels Gatti in Mozart’s Erne 
kielne Nachtmusik and Mahler's 
Symphony No. 5; Mar 18, 19, 20. 21 

Carnegie Hail 

Tel: 1-212-247 7800 
www.came&ehafLorg 
Russian National Orchestra: 
all-Russian programme conducted by 
Mikhail Ptetnev. With violin soloist GU 
Shaham; Mar 19 

OPERA 

Metropolitan Opera, Lincoln Center 
Tel: 1-212-362 6000 
wwwjnetcyjera.org 
Lohengrin: by Wagner. New 
production by Robert Wilson, with 
costumes by Frida Parmeggianl; 

Mar 21 


PARIS 

CONCERT 

Chatetet 

Tel: 33-1-4028 2840 
London Symphony Orchestra: 
conducted by Pierre Botiez; Mar 19 

SaHe Pfeyel 

Tet 33-1-4561 6589 
Orchestra de Parts: conducted by 
Semyon Bychkov In Mahler's 
Symphony No. 2. With soprano 
Elisabeth Norberg -Schulz, 
mezzo-soprano Mariana Upovsek, 
and Choir led by Arthur Oldham: Mar 
18, 19, 21 

Thdatre das Champs Bysdee 

Tet 33-1-49525050 
• Boston Symphony Orchestra: 
conducted by Seiji Ozawa in 
Mahler's Symphony No. 6; Mar 20 


• Boston Symphony Orchestra: 
conducted by Seiji Ozawa in 
Mahler’s Symphony No. 3; Mar 21 


ROTTERDAM 

CONCERTS 

deDoetonHaO 

Tel: 31-10-217 1700 
Rotterdam PNfftarmoruc Orchestra: 
conducted by Valery Gergiev in 
works by Brahms, Mozart and R. 
Strauss, With piano soloist Stefan 
Vtadar and soprano Inga Nielsen; 
Mar 18, 19. 20 


SAN FRANCISCO 

CONCERTS 

Davies Symphony HaS 

Tat 1-415-664 6000 

www^fsymphony.org 

San Francisco Symphony Orchestra: 

conducted by Herbert Bfomstedt fri 

Beethoven's Symphony No. 3, 

EroJca, and Ned Rorem's Concerto 

for Left Hand. With piano soloist 

Gary Graffman; Mar 19, 20, 21 


TOKYO 

CONCERT 

Bunkamiea 

Tel: 81-3-34779999 

Tokyo Philharmonic Orchestra: 

conducted by KazusN Ono In works 

by Ligeti and R. Strauss. With violin 

soloist BJI Aral; Orchard Halt; Mar 20 


VIENNA 

FESTIVAL 

Arnold Schoenberg Center 
Tel: 43-1-712 7888 
www.schoonbarg^t 
Schoenberg Festival: celebrating the 
opening of the new centre. A 


muMmedia exhibition includes 
manuscripts and phot o graphs. 
Concerts include the the Wangforum 
Wien conducted by Sytvain 
Cambrefing (Mar 18 ), and a redial by 
Michael Boriskin (Mar 19) 


WASHINGTON 

CONCERTS 
Kennedy Center 
Tel: 1-202-4674600 
National Symphony Orchestra: 
conducted by Christopher Warren 
Green in works by Mozart and 
Haydn, with viofin soloist Daniel 
Foster; Concert Hafl; Mar 19, 20, 21 


TV AND RADIO 

• world service 

SBC World Service radio for Europe 
can be received m western Europe 
on medium wave 548 kHz (463m) 

EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 

• CNN International 
Monday to Friday, GMT; 

06 MoneySne with Lou Dobbs 
l3Jfc Business Asia 
19*3tk World Business Today 
22-OQ! World Business Today Update 

• Business/Market Reports 

05:07; 06:07; 07:07; 0820; 0920; 
1020; 1120: 1132; 1220; 1320 - 
1420. 

At 0B2 Q Tanya Beckett of FTTV 
reports live from LIFFE as the 
London market opens. 
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LIONEL BARBER 

EUROPEAN VIEWPOINT 


Winning friends 

The contrasting styles of the UK’s foreign and finance ministers 
in Brussels shed light on the art of being a good European 


Diplomacy is a seductive 
business. The whiff of power 
can transform ordinary 
mortals. Look at Robin 
Cook, the UK foreign 
secretary, who is touring the 
Middle East this week. 

Mr Cook 

brings a simple message. 
Europe is determined to be 
involved in the peace 
process alongside the US. 
The EU will continue to 
bankroll the Palestinians. It 
stands firm against the 
expansion of Jewish 
settlements. 

Whatever the merits of the 
ElTs pro-Palestinian tilt, we 
can conclude that Mr Cook 
has discovered what the 
French learnt long ago. 
Speaking in the name of 
Europe maximises the 
influence of medium-sized 
powers such as Britain. 
Especially if they are smart 
enough to present national 
policy in the guise of 
European policy. 

Last weekend, in his borne 
town of Edinburgh, Mr Cook 
gave an object lesson in this 
black art He was hosting an 
informal meeting of EU 
foreign ministers. Topics 
Included the crisis in 
Kosovo, the financial 
upheaval in Asia. Iraq. 
Cyprus, and his own trip to 
the Middle East 

Within 24 hours. Mr Cook 
had manoeuvred Ids 
colleagues into common 
positions with a mixture of 
gimmicks and fudge that 
had veteran Eurocrats 
nodding in admiration. An 
international conference in 
London on the ofl-fo r-food 
programme for Iraq balanced 
by an international 
conference on Serbia in 
Paris. Alexandre 
Lamfalussy. the top central 
banker, as financial envoy to 
Asia. And our old favourite 
Felipe Gonzalez, the former 
Spanish premier, to be 
special EU envoy to the 
former Yugoslavia. 


The EU must be more 
visible in its foreign policy, 
says Mr Cook. But visibility 
is not the same as 
credibility. No amount of 
trickery can hide the limits 
of Europe’s putative 
common foreign and 
security policy. The recent 
crisis over UN weapons 
inspections in Iraq exposed 
the weaknesses. Britain 
tilted towards a hardline US 
inclined to military action. 
France occupied the central 
diplomatic ground. In 
practice, it was a contest 
between Britain and France 
to coax the rest of the Union 
into their respective camps. 
The Germans, ever fearful 
about pacifist public opinion, 
were happy to stay on the 
sidelines. 

Mr Cook knows all this. 

He is an improviser. His 
manoeuvres have upset the 
Israeli government but he 
has decided to play the 
European game In the 
Middle East But he accepts 
be must play the European 
game. That means giving the 
impression at all times that 
the British presidency is the 
servant of Europe - not the 
other way around. 


Gordon Brown, chancellor 
of the exchequer, has still to 
leam this lesson. This is 
curious because Mr Brown is 
Instinctively more 
pro-European than Mr Cook. 
Read his brilliant 
Ailied-Dunbar lecture last 
year on redefining the 
concept of nationality and 
national interest in the 
context of EU membership. 

We still do not know the 
full story about Mr Brown 
and the campaign inside the 
Labour government late last 
year for early British 
membership of economic 
and monetary union. But we 
can assume that the 
chancellor was more 
enthusiastic than Mr Cook 
and more inclined to gamble 
on early entry than Tony 
Blair, the prime minister. 

Now all Emu bets are off 
until after the next British 
general election. Mr Brown 
must find a bridging 
strategy to preserve UK 
influence in Europe at a 
time when ll countries. 
Including Italy, will form the 
core group launching the 
euro in January 1999. His 
task is daunting , and he is 
not handling it as deftly as 



UnIHce Cook (right). Brown has lessons to leam about Europe 


he might From the day he 
entered office last May. Mr 
Brown has sought to export 
US economic policy into 
Europe. Most visits to 
Brussels include a reference 
to flexible labour markets 
and the failure of European 
governments to tackle 
reform in the run-up to the 
single currency. Although 
the chancellor has toned 
down the rhetoric about 
Britain “leading" Europe, bis 
body language leaves no 
doubt he believes a "Made in 
Britain" policy is best. 

The approach is 
tailor-made for building a 
pro-European constituency 
in Britain, particularly 
among business. But it 
grates in Europe. Unlike Mr 
Cook. Mr Brown has yet to 
discover the art of making 
friends and Influencing 
people. 

None of this comes easily 
to Mr Brown. He is not 
ch ummy like Kenneth 
Clarke, his Conservative 
predecessor who was a 
favourite among EU finance 
ministers. The chancellor 
looks at his watch rather 
than pretending to listen to 
colleagues. He is more like 
Nigel Lawson, another 
brooding intellectual 
heavyweight who had a 
habit of lecturing colleagues 
in the British Cabinet table 
as well as in Brussels. 

This weekend, however, 

Mr Brown lias a chance to 
make amends. He will host 
his own informal meeting of 

ETT finanr g minis ter? a pd 

central hank governors in 
York. Over two days (and 
two dinners) the chancellor 
pan schmooze and stroke his 
colleagues in the mann er to 
which they have become 
accustomed - naturally 
while keeping their minds 
fixed on the Asian financial 
crisis, national employment 
programmes, EU budget 
discipline, and the European 
summit in Cardiff in June. 

It will be a test of 
character for Mr Brown. But 
he is r unning out of time. 
After May 2. when EU 
leaders select the founder 
members of the single 
currency, the Emu group 
will formally exist France is 
already pencilling In the 
first meeting of the Euro-X 
dab far Emu members - 
under Austrian 
chairmanship. Mr Brown 
will be on the outside 
looking in. Life is going to 
get a lot lonelier. 
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PERSONAL VIEW JOSEPH S.NYE 


We blame the government 

The public's confidence in the institutions of the world’s democracies has fal 
and the consequences could be senous 


B ill Clinton, the US 
president, has pro- 
claimed that the 
era of btg govern- 
ment is over. Certainly confi- 
dence in government has 
declined. In 1964, three- 
quarters of the American 
public said that they trusted 
the federal government to do 
the right thing, in recent 
years, the figure has fallen 
to between a quarter and a 
third, depending on the polL 
The numbers are only 
slightly better for state and 
local government. 

Loss of public trust is not 
confined to government. 
From 1965 to 1995, public 
confidence In many institu- 
tions declined by half or 
more: from 61 per cent to 30 
per cent for universities, 55 
per cent to 21 per cent for 
major companies: 73 per cent 
to 29 per cent for medicine: 
and from 29 per cent to 14 
per cent for journalism. 

The US is not alone. At a 
recent Davos World Eco- 
nomic Forum panel, repre- 
sentatives from other coun- 
tries cited similar trends. At 
a time when the US and the 
west are celebrating victory 
in the cold war. confidence 
In many governments is fall- 
ing. Polls taken in II Euro- 
pean countries In 1981 and 
1990, show that public confi- 
dence in government institu- 
tions declined in six (Bel- 
gium, France, Italy, Norway, 
Spain and Sweden), was 
mixed in four (Germany, 
Great Britain, Iceland and 
the Netherlands), and rose in 
Denmark. Polls in Canada 
show a decline similar to 
that in the US. In Japan, 
polls show a low regard for 
politicians throughout the 
postwar period: more 
recently they reflect declin- 
ing confidence in the 
bureaucracy as well 
Of course, there are many 
particular and country-spe- 
cific explanations for all 
this. But a broad decline 
raises a broad question: has 
government outgrown its 
public support? In 1929. dur- 
ing the great depression and 
second world war. the US 
federal government budget 
was under 3 per cent of the 


and hatred. But what con- 
nects them? Does low confi- 
dence tend to become cn mu- 

accouni lor anomer j* pw lative? If 
cent). Although this is one of press repeat as can 
the lowest levels among wisdom the view to ^ 

eminent cannot do anything 

right does that breed cyni- 
cism? 

Since Jimmy Carter's 1976 
campaign, presidential can- 
didates have tended to “run 
against Washington". Now 
most politicians do. Studies 
show that over the past 
three decades, the media 
have tended to report poli- 
tics and government with a 
much more negative slant 
This might not matter if the 
only casualty were the van- 
ity of politicians, but over 
long periods, the devaluation 
of government and politics 
could effect the strength of 
democratic institutions. 

Loss of confidence may 
undermine the public's will- 
ingness to provide such cru- 

Loss of confidence may undermine 
the public’s willingness to provide 
such crucial resources as tax dollars; 
or the willingness of bright young 
people to go into government, or 
voluntary compliance with laws 


gross national product; 
today it is 19 per cent (State 
and local governments 
account for another 14 per 


advanced countries, it repre- 
sents a considerable depar- 
ture from the American 
past 

Yet the “overgrowth expla- 
nation" seems too simple. 
For the past decade, the 
overall size of the federal 
budget relative to the GNP 
has not increased. And 
within that total, the areas 
of greatest growth - social 
security and health care - 
are popular with the public. 
The federal workforce has 
declined while the number 
of state and local govern- 
ment workers has increased. 
Simple explanations that 
focus on growth or the per- 
formance of the federal gov- 
ernment overlook declining 
confidence in other institu- 


tions. Good explanations 
should tell US some thing 
about government, hut in a 
larger context 

Some aspects of current 
attitudes are probably cycli- 
cal, while others represent 
discontent with gridlock and 
partisan bickering in the 
political process rather than 
deep disillusion with govern- 
ment A swing in the pendu- 
lum of public attitudes also 
occurred in 1900. during the 
second industrial revolution, 
when a prevailing mood of 
irritation overtook the coun- 
try. Part of the current prob- 
lem is that expectations of 
government became too high 
after the second world war. 

Nonetheless, there 
remains cause far concern. 
There are differences of 
degree between confidence, 
dissatisfaction, cynicism. 


dal resources as tax dollars; 
or the willingness of bright 
young people to go into gov- 
ernment, or voluntary com- 
pliance with laws. Without 
such critical resources, gov- 
ernment cannot perform 
well, and if it cannot per- 
form, people will become 
more dissatisfied and dis- 
trustful of it Such a cumula- 
tive downward spiral could 
erode support for democracy 
as a farm of governance. 

In the next century, eco- 
nomic globalisation, together 
with the information and 
biotechnology revolutions 
and wifi pose new chal- 
lenges. Some argue that the 
best thing for government to 
do is to get out of the way 
and leave the responses to 
the private sector. 

But even if government 
were cut back significantly 


from its current one third of 
ns GNP to something h« * 
quarter, it would still be far 

too big a part of Americans 

common life to be left Jo 
wither on the vine of puhlic 
disregard. Certainly, govern- 
ment needs to adapt to an 
information-based economy 
and society in which private 
and non-profit areas aje 
likely to play a larger role. 
But a government that fails 
to inspire public confidence • 
will, m the end, be a weak 
and Ineffective one. And that 
could be costly. 

In a global economy, politi- 
cal stability attracts capital; ; 
education provides crucial 
skills; basic research in sci- 
ence and technology 
enhances competitiveness 
and living standards; and 
protection of property rights 
becomes more important 
Provision of such public 
goods depends upon effective 
government In the defence 
domain, while the end of the 
cold war seems to have 
reduced the traditional sense 
of external threat, the rise of 
transnational terrorism and 
the proliferation of weapons 
of mass destruction pose 
new threats that will require 
effective government 
responses. 

Of course, polls showing a 
loss of confidence in govern- 
ment and institutions over 
the past three decades must 
be taken with a pinch of salt 
And even if the questions 
anri sampling procedures are 
perfect a degree of wariness 
and scepticism about govern- 
ment is healthy for a democ- 
racy. Social scientists do not 
fully understand the rela- 
tionship between satisfac- 
tion with day-today govern- 
ment and support for 
democracy, but one thing is 
clear; the future of demo- 
cratic governance matters 
very much. We are like a 
doctor examining a patient 
with an irregular heartbeat. 
The symptoms may or may 
not be life-threatening, but it 
would be unwise to ignore 
them. 

The author is dean of Har- 
vard 's John F. Kennedy 
School of Government 


LETTERS TO THE EDITOR 


International stock exchange 
merger a feasible next step 


From Mr Charles SlonehilL 

Sir, Your report, “NYSE 
plans European share study" 
(March 16), that the New 
York Stock Exchange is con- 
sider dismantling some of 
the structures constraining 
the development of a global, 
round-the-clock share mar- 
ket is interesting. This is. I 
believe, a precursor of An- 
ther steps to internationalise 
share trading. 

In a week when Nasdaq 
and the American Stock 
Exchange have been 
revealed to be tn merger dis- 
cussions, it is clear that 
existing preconceptions 


about how, where and 
through whom shares are 
traded need to be reeval- 
uated. I find it surprising 
today, for example, that the 
world’s stock exchanges 
offer a facility to trade secu- 
rities from overseas markets 
only within their own fixed 
national or regional bound- 
aries. 

It is surely time for the 
New York, or indeed the 
London, Stock Exchange to 
look at ways in which they 
can deliver their services 
outside their natural time 
zones. This is particularly 
pertinent in the case of a 


stock exchange (such as New 
York) which offers an alter- 
native market-making struc- 
ture to that applied else- 
where in Europe. 

While organic expansion 
of these services is most 
likely, through overseas 
branching, a merger of two 
leading international 
exchanges from separate 
continents is quite feasible, 
assuming that corporate or 
nationalistic egos do not 
intervene. 

Charles StonehlO, 

20 East 76th Street, 

New York NY 10021, US 


‘Small changes’ could unravel Emu 


From Mr Rory Clarke. 

Sir, You say in your 
leader, “From the ERM to 
Emu’s joys" (March 16), that 
Ireland’s revaluation and 
Greece’s entry to the 
exchange rate mechanism 
were “small changes on the 
periphery of Europe". You 
evoke several implications, 
but I would add others. 

For example, it might be 
useful to point out that in 
1992 the tidal wave of cur- 
rency speculation which 
eventually forced sterling 
and the Italian lira out of the 
ERM. as well as pushing the 
European monetary system 
to the brink, began not in 
the EITs heartland, but in 
the relative periphery of Fin- 
land and Sweden, neither of 
which was even an EU mem- 
ber state at the time. 

The question for markets 
Is whether the decisions an 
Ireland and Greece have 
secured the euro's future or 


whether they wiD precipitate 
Emu’s unravelling, starting 
at the edge. 

With the May Council only 
around the corner, steady as 
she goes might have been a 
better option for Europe to 
take this weekend. Greece’s 
entry to the ERM, while a 
positive step in the long run, 
might easily have been 
delayed until January 1999 
when Emu takes of£ instead 
it raises new question for the 
Germans to ponder ahead of 
next autumn's unpredictable 
federal elections. 

As for Ireland, as you 
point out, its readiness for 
Emu was already beyond 
doubt, having met all of the 
criteria of the Maastricht 
treaty. Revaluing, we are 
told, was needed to avoid 
inflation. Yet, despite the 
boom in property prices In 
Dublin, Ireland had one of 
the EITs very lowest infla- 
tion rates in 1997. That 


hardly supports the view 
that the economy is “over- 
heating". while the first 
quarter figure of 1.7 per cent 
suggests that a little more 
inflation might have been 
tolerated. 

It would have been wiser 
to hold off on the punt’s 
revaluation and bring in 
those needed interest rate 
cuts. The onus would then 
have been on the govern- 
ment to tighten spending, 
which it needs to do anyway 
After all, that is the way pol- 
icy will be conducted under 
Emu. Revaluing the punt 
simply sends out a sig nal, n 0 
matter how feint or inaccu- 
rate, that, at least politically 
Ireland might not be ready 
for the euro after all. 

Rory Clarke, 
western Europe editor. 
Economist Intelligence Unit, 
15 Regent Street, 

London SWlY 4LR, UK 


Hop on an asteroid for mission to Mars 


From Mr M.J. Dolgleish . 

Sir. Re your report, "Aster- 
oid threatens to hit Earth” 
(March 13), why not have a 
competition among your 
readers for the most creative 
idea for the asteroid, known 
as 1997 XF11? 

My idea is to "nudge" it 


into a geostationary orbit 

over Europe for use as a tele- 
vision station platform and 
intermediate base for the 
manned Mars missions 
Hkely in the next century. A 
life-sustaining environment 
could be created with a 
small equipment system 


according to the actual min- 
eral composition of the aster- 
oid, using solar or nuclear 
energy. 

MJ. Dalgieish, 

Foxcombe Rise, 

Boars Hill, 

Oxford OX1 SDN, UK 


Destabilising 
effects of 
hot money 

From Mr Harry ShutL 

Sir, One wonders whether 
Lawrence Summers (Per- 
sonal View. March ll) is dis- 
playing ignorance or disin- 
genuousness when he talks 
of the importance of the 
"macroeconomic fundamen- 
tals" in determining a coun- 
try's fitness to borrow inter- 
nationally and of the need to 
avoid “inflows in search of 
government guarantees". In 
feet, it is hard to believe he 
is unaware that, as regularly 
reported in your columns (cL 
“Emerging markets hack in 
favour". March 9) the Dow of 
hot money into fragile third 
world and other economies 
is driven by the frantic 
search of western institu- 
tions for the high rates of 
return now only to be 
obtained from high-risk 
assets in the world’s least 
solvent countries. 

He should also know that 
this process is sustained not 
on *y by the endless stream 
of market analysts prepared 
to assert that, for instance, 
the risk of devaluation in 
Latin America has receded, 
but by the International 
Monetary Fund’s strenuous 
aforts to support currencies 
or bankrupt states such as 
Russia and Ukraine while 
encouraging them to borrow 

irom international fund 

“ST* a ‘ manifestly 
unaffordable interest rates. 
.... short, the central desta- 
bilising influence in the 
world economy is that of the 
huge surplus of private capi- 

fr om the 
industrial market economies 

amt toe seeming impossibil- 
ity of controlling this with- 
2* fegpitating a catastro- 

ff? ta - ^ e vasUy overi >l°wn 

uncial markets. Compared 
with this the failings of 
emerging market govern- 
ments and bankers, serious 

Harry Shutt, 

W Tennyson Close. 

Horsham, 

West Sussex RH12 5PN, UK 
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The EU and the 
Middle East 


Robin Cook’s tour of Israel and 
its Arab neighbours, designed to 
give some European Union bal- 
ance to a peace process tilted by 
the US in Israel’s favour, appears 
not to be having its intended 
effect There is balance all right 
- but mostly in that Mr Cook has 
managed to upset Israelis 
and Palestinians almost 
equally. 

The UK foreign secretary, and 
■current president of the EU 
C ounc il, announced he would be 
visiting Har Hama in Arab east 
Jerusalem, where Israel’s deci- 
sion last year to build a new Jew- 
ish settlement brought talkc with 
the Palestinians to a halt The 
object was to restate that 
the EU does not recognise any 
Israeli settlements on occupied 
land. 

Predictably, the rightwing gov- 
ernment of Benjamin Netanyahu 
said such a visit would exclude 
the EU from the peace process. 
Mr Cook responded by a greeing 
he would not visit Har Homa 
with Faisal Husseini, the Pales- 
tinian Authority’s “minister” for 
Jerusalem affairs whom Israel 
does not recognise. Instead, he 
decided to inspect the site yester- 
day in the company first of 
Israel’s cabinet secretary 
and then of a Palestinian 
legislator. 

Israeli nffiraais were delighted, 
presenting the compromise as 
strengthening their nfaim to sov- 
ereignty over all Jerusalem. The 


Palestinians were furious, but 
had little option but to accept 
More than the wisdom of Solo- 
mon, the incident showed diplo- 
matic clumsiness. 

It underlines how difficult 
it is for Europe to contribute to 
Middle East peace. Israel regards 
the EU as pro-Palestinian. The 
US jealously guards its para 
mount role in the region but 
President Bill Clint/ip hag haan 
reluctant to push Israel into 
honouring its peace co mmit 
meats. 

In these circumstances, 
the EU can best advance regional 
peace in close concert with 
the US. In January. Tony 
Blair, . the UK prime minister. 
President Jacques Chirac of 
France and Chancellor Helmut 
Kohl of Germany wrote to Mr 
Clinton offering to work with 
him on a “more dramatic” initia- 
tive if US peace efforts run 
into the sands. The president 
would be wise to consider the 
offer. 

In file past two years. Euro- 
pean diplomatic efforts have 
helped the US end Israel’s bom- 
bardment of Lebanon in 1996; 
forge the 1997 Israeli-Palestinian 
agreement on Hebron; and get 
this year’s Iraqi pledge to comply 
with UN weapons inspectors. The 
US is finding it harder to 
manage the Middle East on its 
own and both Washington and 
the Europeans need to respond 
to this. 


Crypto-controls 


Bill Clinton's administration has 

sensibly, espoused a policy 
towards the internet which 
emphasises self-regulation and 
eschews heavy-handed govern- 
ment intervention. But it is jeop- 
ardising these aims, and its 
efforts to persuade authorities 
elsewhere to adopt a hands-off 
approach, by seeking a giant 
exception for national security 
and law enforcement 

Its stance has provoked a 
pitched battle in Congress over 
encryption software, which 
encodes electronic data. US 
restrictions on exports of such 
software, on the grounds that it 
enables terrorists and organised 
crime to evade detection, have 
long been the subject of contro- 
versy. But the argument has 
recently been inflamed by Fed- 
eral Bureau of Investigation 
demands that encryption 
curbs also apply inside the 
US. 

With backing from influential 
Congress members, the White 
House is sponsoring a bill to out- 
law the manufacture, distribu- 
tion and sale of encryption prod- 
ucts that do not contain ’leys”, 
to enable law enforce m ent agen- 
cies to decode information. As 
wen as angering privacy lobby- 
ists, the proposal has Infuriated 
the information technology 
industry, which is campaigning 
hard to block the bill and relax 
export curbs. 

The force of Industry reaction 
has caused the Clinton ad- 
ministration to start searching 
for compromise. But positions on 


both sides of the debate have 
become so entrenched that 
this may be bard to find. 
Efforts to bridge the gap risk 
satisfying nobody and turning 
US policy into a prolonged mud- 
dle. The result would be to 
handicap the development of the 
internet, in the US and world- 
wide. 

The FBTs case for a ban on 
unbreakable encryption software 
is doubly flawed. It would be 
unlikely to deter truly committed 
criminals in the US, since such 
software is increasingly available 
abroad. But a ban would sap pub- 
lic confidence in the security ctf 
the internet, which is crorial to 
the growth of electronic com- 
merce. Who would feel comfort- 
able entrusting sensitive informa- 
tion to the web. if it were 
open to random government 
snooping? 

Legitimising such eavesdrop- 
ping would not only encourage 
similar practices by other coun- 
tries, in many of which legal safe- 
guards against abuse are weaker 
than in the US. It would under- 
mine, more generally, the Clinton 
administration’s case for allow- 
ing the internet to develop world- 
wide without undue government 
restrictions, whether in the form 
of taxes, border tariffs or censor- 
ship. 

The US has some powerful 
arguments in its favour. But if 
they are to gain wide interna- 
tional acceptance. Washington 
needs to show unequivocally 
that respect for them begins 
at home. 


Mega-exchanges 


Merger tnama is an estab l ished 
feature in world stock markets. It 
is a familiar routine with the 
stock exchanges themselves. But 
if the mooted link between Nas- 
daq and the American Stock 
Exchang e goes it will not 

be the last of Its kind. 

For much of this century there 
has been a tendency, especially 
outside the US. to regard stock 
exchanges as national or r e gi on al 
utilities. Yet they are fer from 
being natural monopolies. In ear- 
lier c entu ries intense competition 
existed between Eur opea n 
exchang es with the laurels going 
to those that were most success- 
ful in exploiting economies of 

The between Nasdaq and 
the American exchange under- 
line same enduring points about 
the economics of securities trad- 
ing. It is dearly not necessary for 

dealing activity to concentrate in 
a single national location, any 
more frbaw it was in the 17th cen- 
tury. while Aznex and its larger 
rival the New York Stock 
Exchange are neighbours, NAs- 
daq is based in Washington DC. 

Yet Nasdaq’s market has no 
real geographical location. It 
exists In the ether between buy- 
ers and sellers dealing at count- 
less screens across the US and 
the rest of the world. The econo- 
mies that derive from agglomera- 
tion have been internalised in the 
sy stem hv technology. 


Nor is there any need for com- 
panies to opt for a listing in their 
national market The Italian fash- 
ion concern Gucci is one of many 
European companies that felt its 
lorai exchange was less competi- 
tive for listing purposes than 
exchanges in the US. 

As in so many other areas, the 
business of operating a securities 
exchange has been transformed 
by deregulation, as well as tech- 
nology. These twin forces have 
prompted a dramatic expansion 
cf global activity as dealing costs 
have plunged. Fund managers 
gravitate to whichever markets 
offer the greatest liquidity and 
lowest dealing costs. Hence the 
pressure, especially in Europe, 
for consolidation in both equities 
and derivatives trading. The 
European single currency will 
accelerate this process. 

A symbolic victim has been 
Europe’s oldest bourse, Antwerp, 
which closed last year after 466 
years, ceding its residual busi- 
ness to Brussels. 

The winners in this more com- 
petitive exchange market envi- 
ronment wifl be the nimble, the 
innovative and the organisation- 
ally efficient. Mergers between 
py phang ps will pose managerial 
r baUgngRs quite as formidable as 
in banking or pharmaceuticals. If 
Nasdaq pulls off a successful 
merger with Amex. it wfll be a 
very powerful competitor on the 
rinbal as well as the US stage. 


Deng’s no-nonsense disciple 

China’s new premier, Zhu Rongji, must tackle the country’s three main obstacles to growth: the 
bureaucracy, the banks and the state sector, say James Harding and James Kynge 


" Comrade Deng Xiaoping dearly 
pointed out for us the way ahead. 
But as to how, in concrete terms, 
we wm walk down that road from 
now on, we vnU have to rely on 
ourselves. " China's President 
Jiang Zemfp 

M ao Zedong founded 
the new China. 
Deng Xiaoping set 
it on a path to pros- 
perity. Yesterday, the world's 
most populous nation anntntoH as 
its premier Zhu Rongji, a driving 
force in the third generation of 
leaders aiming to take China on 
to its next stage of development. 

The task before Mr Zhu and his 
president, Mr Jiang, is in some 
ways as momentous and perilous 
as that of Mao and Deng before 
them. 

They must try to build a genu- 
ine free market economy and 
modern bureaucracy to form the 
underpinnings of a future super- 
power. But as they cede eco- 
nomic influence to private and 
provincial interests, the third 
generation of leaders must some- 
how avoid letting the central 
power of the Communist party 
crumble. 

The session of parliament, the 
National People’s Congress, yes- 
terday elected Mr Zhu and 
approved an ambitious raft of 
reforms. If achieved, they will not 
only remould China but also 
determine its influence in the 
global economy and its entry into 
the world trading system. 

The refo rms set out to tackle 
three of the country’s most stub- 
born obstacles: a bloated bureau- 
cracy, a technically insolvent 
banking system and a state cor- 
porate sector of some 370,000 
enterprises, of which more than 
half are losing money. 

The civil service will be halved 
and the number of government 
ministries will be cut from 40 to 
29; fresh funds will be released to 
help recapitalise the state hanks 
and most other lossmaking state- 
owned e nte rp rises will be turned 
around within three years - or 
left to go to the wall. 

The agenda offers little new in 
policy terms. But the appoint- 
ment of Mr Zhu , a renownedly 
tough taskmaster, as prime min- 
ister and a reshuffle of the top 
jobs in government, means that 
the next generation of techno- 
crats w iD have the hard task of 
putting Deng’s market-oriented 
principles into practice. 

“This is a critical moment for 
China. If China can achieve all it 
has now set out to do. then it will 
emerge as a stronger country and 
stronger economy,” says 
Andrew Chen, an analyst with 
Jardine Fleming. “But the gov- 
ernment will face great resis- 
tance and will need great deter- 
mination to see it through- If 
they delay, the price of the prob- 
lems in banking, state enter- 
prises and government itself will 
be enormous.” 

Mr Zhu’s task is not only diffi- 
cult in hs own right He is taking 
it on at a difficult time. “We are 
facing a slowdown in the Chinese 
economy and it is unfortunate 
that these reforms could not have 
been done around 1992. during 
the go-go years of China's eco- 
nomic growth,” says one leading 
western economist based in Bei- 
jing. 

China’s economy is losing 
momentum. Gross domestic prod- 
uct grew by as per cent last year. 
That is impressive by anyone 
else’s standards (including its 
neighbours'). But it is below orig- 
inal official forecasts, and the 
economy is slowing further the 



government is expecting 8 per 
cent growth in 1998 and both 
anecdotal evidence and the first 
economic numbers of the year 
suggest that China could miss 
that growth target 

Weak domestic demand and 
rhmnir problems of oversupply 
have shrivelled profit m a r g in s in 
same sectors of the economy - 
steelmakers, car manufacturers 
and some consumer goods com- 
panies are already squealing. The 
fall in foreign investment con- 
tracts and the gathering pace of 
deflation - the retail price index 
sunk by 1.4 per cent year-on-year 
in January - have reinforced 
concerns that economic growth 
could slow further. 

At the same time, Asia's finan- 
cial crisis threatens to act as 
another drag on China. The 
unravelling of Asian economies 
has robbed China of some of its 
regional markets and the spate of 
devaluations has threatened its 
exporters with greater competi- 
tion from rival manufacturers in 
the region. In January, China’s 
exports, which drove GDP 
growth last year, grew by just 88 
per cent year -on-year, compared 
with 209 per cent in 1997. 

The collapse of confidence in 
Asia not only burdens China 
with a febrile external environ- 
ment It has also focused foreign 
minds more keenly on the coun- 
try itself. 

Perhaps at no time in the 20th 
century has the performance of 
the Chinese economy and Bei- 
jing’s ability to maintain growth 
and social and economic stability 
mattered more to the world at 
large. 

From Buenos Aires to Bang- 
kok, economic confidence hinges 


Ki gnifirantiy cat China's commit- 
ment to holding its currency 
steady. If it does not, it could 
break the Hong Kong dollar's 
link with US dollar and trigger 
another round of currency tur- 
moil in Asia. If it does, it will 
consolidate investors’ confidence. 
After Beijing chose to participate 
for the first tima in the Interna- 
tional Monetary Fund bailout 
package for Thailand, its geopo- 
litical standing soared while 
Asian stock prices tumbled. 

David Mahon, chief representa- 

c if China can achieve 
all it has now set out 
to do, then it will 
emerge as a 
stronger country and 
a stronger economy’ 

tive of investment managers 
CMG Mahon in Beijing, says: 
“There is a new view of China. 
Once again, China is becoming a 
world power. The Chinese gov- 
ernment will make decisions that 
work for them ... but they have 
shown a sense of responsibility In 
the region." 

The success or failure of Chi- 
na's efforts to reform, therefore, 
will reverberate beyond Chinese 
borders. It will determine when 
or whether China needs to 
devalue its currency; how and 
when China enters the World 
Trade Organisation; and, ulti- 
mately, the balance of power in 
the Asla-Padfic. 

So, bow likely is Mr Zhu to 
push the reforms through? 


The most eye-catching strand 
of the reform package is the pro- 
posal to downsize the govern- 
ment itself Beijing has proposed 
to cut loose half its civil servants 
- an estimated 4m people - as 
part of a plan that also severs 
ties between government and 
scores of companies previously 
affiliated to ministries. 

. Luo Gan, the cabinet’s general 
secretary, suggested that China 
had learnt from its neighbours in 
Asia that too cosy a relationship 
between government and state- 
owned businesses could spell 
trouble. He told the NPC that 
“the malady that is apparent is 
the lack erf separation between 
government and enterprises”. 
There will be, it seems, no Chi- 
nese chaebol 

Most people - including the 
bureaucrats themselves - expect 
the government might find it dif- 
ficult to enforce such ruthless 
bloodletting, not to mention 
maintain the separation between 
officials and state-sector busi- 
nessmen. In the past, the bureau- 
crats have eluded the leader- 
ship’s efforts to streamline 
government Unneeded officials 
have merely been moved to dif- 
ferent ministries or commissions, 
or fanned out to corporations 
under the ministerial umbrella. 
That may happen again. 

The announcement that China 
will issue Yn270bn ($32.6bn) in 
“special bonds" to recapitalise 
state banks has been welcomed 
as a step in the right direction. 
Dai Xianglong, the central bank 
governor, has said the bonds will 
Increase capital adequacy ratios 
to nearer the worldwide norm of 
8 pa* cent set by the Bank for 
International Settlements. Even- 


OBSERVER 


Brothers in 
disarmament 


Jayantha Dhanapala. the Sri Lankan 
who’s just been put in in charge of 
inspecting Saddam Hussein’s 
palaces for dodgy hardware, win 
need afi his (fiplomatic sJaH when he 
gets to work in Baghdad at the 
weekend. 

He’s sure to ruffle fewer feathers in 
iraq than his prickly Australian 
counterpart Richard Butler, chairman 
of the UN mission to seek out and 
dismantle Baghdad's arsenal of 
deadly weapons. The two are 
anxious to demonstrate that they’re 
working as a team, but Butler is 
aware that 59-yaar-old Dhanapala is 
part of a widw effort, backed by 
Russia, to cSp his wings. 

Dhanapala, the son of a 
schoolteacher from the viHage of 
Matale, near Kandy, spent 30 years 
in the Sri Lankan foreign service, with 
postings to Beijing - he studied 
Chinese in London - New Delhi, 
Geneva and Washington. Few in Sri 
Lanka had heard of firm until 1995 
when, as ambassador to the US, he 
chared a successful UN conference 
on nuclear non -pro! iteration. 

But he retired from the foreign 
service two years later - cofleagues 
say he was upset by his bosses’ 
refusal to nominate him for a top UN 
post at the international Atomic 
Energy Authority . There was a bit of 
_ row, aid foreign minister 
Lakshman KacSrgamar had to fend 
off opposition charges of sidelining 
Dhanapala to keep himself in the 
running tor a big UN job - or ever 


the post of the Commonwealth 
secretary-general. 

Much es they might resent Nm 
nosing around, Iraqi officials might 
get a few tips from Dhanapala about 
one of their little problems: he was 
Sri Lenka's representative to UN 
organi sa tions in Geneva In 1984, at a 
time when defending the country’s 
human rights record was a job for 
the professionals. 


Bus pass 


Just two days to go and the historic 
English dty of York is all ready for 
Europe's finance ministers to hit 
town for their weekend chin-wag. 

Ever since the dty fathers turned 
on the charm to get the chance to 
host the get-together, there have 
been worries about the Impact of all 
that glad-handlng In the dty’s 
narrow, medieval streets. 

Council official Peter Evefy has 
come up with the solution. Instead of 
the proposed fleet of 80 limousines, 
the assorted ministers, central 
bankers and officials wifi be trurdted 
ro tfftd town in a Beet of 36 efficient if 
ungiamorous, mk$~buses. “They are 
no less dignified, “ Insists Evely. 

Salomon’s wisdom 

ft was described as the last hurrah of 
the oid nosy, brash and flashy 
Salomon Brothers. Before its recent 
merger with staid, cost -conscious 
Smith Barney under the Travelers 
Group umbrella, it set up what has 
been the most lavish party to be 
thrown at this week's Inter-American 
Development Bank talkfest. 


The thrash took ewer a substantial 
section of the walled Colombian 
coastal dty of Cartagena on Sunday 
night and Colombian singing 
superstar Carlos Vivas was hauled In 
to perform, behind a tight secvrrty 
screen to keep the toed fans sway. 

Not all the delegates were happy. 
Environmentally sensitive bankers - 
yes. there are some - wondered 
whether it was really necessary to 
cut down mature palm trees to buDd 
the stage. 

Next year's IADB Fove-ln will be in 
Paris, but the betting in Cartagena Is 
that - with parsimonious Travelers 
chairman Sandy Weill's hand firmly 
on the petty cash - the Saiomon 
Smith Barmy get-together wfll be a 
more modest affair altogether. 

Tree of knowledge 

South Carollnans have torig 
complained that the Carolina wren 
featured on their car licence plates 
looks nothing like the real thing. The 
bird is yellow aH right but apparently 
the similarity ends there. 

So there was some relief when the 
authorities decided to replace the 
bird emblem with a different image 
from the balmy southern state: a 
palmetto tree. 

Relief, that is, unti someone 
pointed out the Inevitable. The tree 
ptatteed on the new Doence plates 
has spiky fronds but, according to at 
least one local expert, the fronds are 
not those of a palmetto tree, but a 
palm found In more tropical efimes. 
Locals also daim that the overall 
shape of the pictured plant Is nothing 
like the ones grown locafiy. 


It could be time to switch to the 
state flower, the Carolina Jessamine. 
As long as they consult a botanist 
first 

Flat taste 

Those lucky fofles in West Virginia 
have a new way of getting their 
hands on some free nosh: If they nm 
over a deer or a rabbit on the road, a 
new law says they can scrape it off 
the tarmac, taka It home, skin It, 
clean it and cook ft. 

Apparently ifs a money-saving 
wheeze: if drivers can be encouraged 

to eat the casualties, the state 
government wont have to pay its 
workers to take them away. 

Dead ringers 

It's always sfightiy embarrassing 
when statisticians revise consigner 
price indcss: the conclusion seems 
to be that unheaithier lifestyles are 
making process everywhere. 

Chfle Is no exception - the 
country's number-crunchers have 
looked agah at the basket" of basic 
goods and services on which they 
work out Ihe Index. Out go 
homemade bread and bones for 
noixishng soups, in come tomato 
ketchup and fast food. 

One item that hasn't yet made the 
Index Is mobile phones, though the 
spread of the Erritating creatures 

might be more apparent than real. 

Santiago police recertify had a 
weekend blitz on motorists seen 
chatting at the wheeL Of more thai 
30 stopped, half were tafiting Into 
pieces of painted wood. 


tually. thic would make it easier- 
for Chinese banks to expand 
abroad. But this Is only one step. 
Mr Dai says the reserve require- 
ments of the big four state banks 

- which conduct about 80 per 
cent of banking business in 
China - will be cut by 5 percent- 
age paints from their unusually, 
high level now, bringing China's- 
hanks a little closer in line with, 
the west. And the bad debts will 
have to be written off. 

The government says it also, 
remains committed to reforming 
state-owned enterprises - the ral- 
lying cry when China’s ruling 
Communist party gathered for Us 
five-yearly congress last Septem- 
ber. But, to the dismay of those 
who see sorting out state indus- 1 
try as a prerequisite to healing 
the crippled banking sector, the- 
government’s rhetoric has turned 
a little tepid. Rather than pledge 
ing to turn around most lossmak- 
ers by 3000. Chen Qingtai, a vice- 
minister at the State Economic, 
and Trade Commission, now says 
“in about three years, some 
breakthrough progress in enter- 
prise reform and restructuring 
would be achieved”. 

Also disappointed were those- 
who hoped that the annual meet- 
ing erf the NPC might be accom-. 
panied by a stimulus package. 
The budget was contractionary - 
the government envisages its 
expenditure will rise by 10 per 
cent this year, compared with an 
increase of 15.6 per cent in 1997. 
The government's investment in 
fixed assets is to rise by ‘more 
than 10 per cent”. 

“We have been looking in \ain 
for something on the economy.-' 
says the western economist -ip. 
Beijing. 

Of course, the reforms - insti- 
tutional, financial and industrial 

- will have a long-term bearing 
on the economy. But much will 
hang on the man that puts them 
in place: Mr Zhu. 

Mr Zhu is expected to be a 
no-nonsense premier. He has. 
emerged as a man who practises 
what Deng Xiaoping preached, 
drafting and enforcing policies, 
that drive China down the road , 
towards a free market set by the • 
late paramount leader. 

But Mr Zhu's agenda Stas :t-< 
risks. Unemployment is brand t« • 
rise. Surplus workers who an* 
part of Lhe roughly lOOm-M 
state sector labour fonr- /.id b: 
made redundant. S*e\\r V.\i 
regional economist at \ :. r-j 
Chartered, further cal?uir.:ts rlvi 
every 1 percentage point roduc- 
tion in GDP growth v.otiiu 
3.5m people to China's i!r|- 
queue. Rising redundancitT, m:., 
test social stability in China. 

The programme of reform v.T!! 
also bump up against po;:-.rfuJ 
vested interests - state -?mtr- 
prise bosses, the heads of bureau- 
cratic fiefdoms, forces v.i;'.-.ir> an 
increasingly marginalised army 
and. last but not least, a long list 
of political rivals in Beijing. 

So Mr Zhu wfll have tn know 
his place. He remains third in the 
Communist party hierarchy 
behind the president and his pre- 
decessor as premier, Li Pc-ng. He 
must be seen to be merely the 
day-to-day manager of national 
affairs, subordinate to President 
Jiang, who makes China's grand 
strategic choices. 

That means caning out for 
himself a position as Mr .Hang'? 
loyal deputy. In this respect, he 
may be the intellectual disciple of 
Deng, but his model should he- 
that Zhou Enlai - the premier 
who stood beside Mao, managing 
the economy, but never challeng- 
ing for the leadership. 
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100 years ago 

London Telephone Problems 
A conference of local authorities m 
London was held yesterday to 
consider all questions in 
connection with the London 
telephone service. The Lord Maya- 
said that a letter had been 
received from the chairman of ihe 
National Telephone Company 
staling that the Company 
understood that the service left 
much to be desired, but that its 
effects were hampered by the 
action of local authorities. It was 
resolved that, in the opinion of the 
conference, representing the 
Corporation of London and the 
Local Boards of the Metropolis, 
ihe present telephone service of 
London is Inadequate, inefficient 
and costly. 

50 years ago 

Truman Asks For Conscription 
Washington, March 17. President 
Truman, in at address to a joint 
session of Congress on foreign 
policy to-day, proposed a 
temporary ra-introduchon of 
“"script™ in the United States. 
He also proposed joint enactment 
of universal military training and 
foe speedy completion of action 
on the European Recovery 
l^icgramme. Mr Truman sad these 
measues were to be considered 
as “the roost urgent steps towards 
securfog peace and preventing 
war” 



BM' 

ES* 

40* 

. 20V 


art in 
t and 
arket 

being 
n uni- 

tain to 
iignifi- 
1’seoo- 
. The 

consul- 
ts Lon- 
ld the 
n Gov- 
to the 
if Lon- 
lership 
•e are, 
re that 
artner- 
(though 

duct of 

- amen ts 
j of any 
ondon's 
c devel- 

co-orth- 
»n , and 
.rateglc 
-concile 
eration 
s tm the 
competi- 
ldusion 
mstaina- 





.,t' 


By J 
Hart 


Chu 

Zbu 

mir 

stee 

test 

refo 

T. 

gres 
aim 
to I 
the 
fore 

dis< 


By. 


Son 

its 

ket 

Jul 

cap 

. E 

trp 

shi 

nie 

Ptc 

opt 

off 

wp 

art 

for 


to 
a V> 
no 
thf 
act 
Oft 

f 

I 




71 

tv 


m 

oi 

ni 

sc 

w 

m 

ri- 

TI 

ri 


. f e 

.. r» 


14 



THE LITCHFIELD 
GROUP 

OF COMPANIES 


manufacturing 


WORU>WTDE 


NETHER KEAGE. DERBY. 
DE56 3Jta.0l773 8«J1I 


FINANCIAL TIMES 


brother 


PRINTERS 
FAX MACHINES 


WEDNESDAY MARCH 18 IW8 



THE LEX COLUMN 


Brown’s sterling blues 


Gordon Brown’s sympathy for UK 
exporters stru g glin g with a strong pound 
was not matched with action. The chan, 
cell or of the exchequer's Budget has, if 
anything, made life slightly worse for 
them. He did nothing to tighten fiscal 
policy. Indeed, discounting the pre-an- 
nounced changes to corporation tax, there 
has actually been a modest fiscal loosen- 
ing. If Mr Brown’s forecast of 3?4-4 per 
cent consumption growth this year is cor- 
rect the Bank of England will Boon have 
to put up interest rates. Certainly, that 
was the view In the money markets, 
where interest-rate expectations and the 
exchange rate both rose. 

Mr Brown's big idea was poverty. In all, 
£4bn (SS.Tbn) a year is to be spent to 
encourage people out of poverty and into 
work. This is precisely the sort of 
long-term supply-side reform countries 
should be embracing. If it manages to cut 
long-term unemployment, the whole econ- 
omy’s productive potential will be boosted 
- quite apart foom the benefit to the indi- 
viduals. it is a pity the markets are 
unlikely to give the chancellor much 
credit for what will be a slow-bum initia- 
tive. The same goes for his package of 
measures to encourage entrepreneurs. 

Nor, unfortunately, is the market giving 
Mr Brown much credit for Ids responsible 
long-term fiscal policy, under which gov- 
ernment debt is forecast to foil to about 40 
per cent of national income in five years. 
Most other European countries are still 
struggling to meet the Maastricht treaty's 
60 per cant target. For all Mr Brown's 
proud boasts of falling long-term interest 
rates, Greece can borrow more cheaply in 
earos than Britain can in sterling. 
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work, hiving off the rubber plantations 
and outsourcing machine tool manufac- 
turing would also help. While the devalua- 
tion of the Malaysian ringgit will lower 
rubber costs further in 1998. margins will 
nonetheless suffer from aggressive pricing 
by Japan's Bridgestone and minor Korean 
players. Given these companies' formida- 
ble cost advantage in any push for market 
share, Michelin's bold on the lower-mar- 
gin car-tyre segment could start to slip. 

Furthermore, with Goodyear, a rival for 
the number one slot, planning almost to 
double its size within five years - perhaps 
by acquiring Sumitomo Rubber Industries 
- the fat man should soon start to sweat. 
Until this happens, the shares' 15 per cent 
discount to Goodyear will not disappear. 


austerity package. By moving pre-emp- 
tively to cut spending and raise interest 
rates, the government restored confidence 
and protected the currency without the 
painful fall-out seen in Asia. Brazil has 
since followed through with long-awaited 
reforms of the civil service and social 
security system - where the sense of cri- 
sis helped break the political logjam. And 
as the conqueror of hyperinflation. Presi- 
dent Fernando Henrique Cardoso looks a 
sure bet for re-election in October. 

Foreign investors have responded to 
active policymaking, depressed equity val- 
uations and high interest rates with a 
flood of buying: But Brazil’s problems are 
not over, it has too much foreign debt and 
needs further structural reforms to tackle 
its twin trade and budget deficits. Federal 
control over regional government spend- 
ing, for example, remains weak. Investors 
can probably look forward to a good sum- 
mer, but should not tarry too tang. 


Brazil 


When the Asian crisis rippled into Latin 
America last autumn, Brazil became 
investors' victim of choice. This year it 
has returned to favour. Brazil’s bond and 
stock markets are the region’s best per- 
formers this year. The Bovespa stock 
index has risen 12 per cent in dollar 
terms, while Mexico is down IS per cent 
and Argentina is flat. Nearly $5bn of capi- 
tal flowed into Brazil in February alone 
and foreign reserves are almost back to 
pre-crisis levels. 

Quieter Aslan markets have helped 
bring this about But most of the credit 
must go to November’s R$20bn ($18bn) 


Michelin 


Like its bloated Blbendum mascot, 
Michelin could lose some flab. The near 10 
per cent fall in its shares was appropriate 
punishment for a sizeable drop In operat- 
ing margins. To blame is the tyremaker’s 
reluctance to ditch its vertically inte- 
grated structure. Its insistence on main- 
taining an overextended distribution net- 
work capable of supplying even the 
smallest customers is proving costly. 
While it may help keep market share 
high, the price is an abnormally high 
level of inventory that pushes up costs. 
As well as slimming the distribution net- 


Diageo 

Under the welter of figures from Diageo 
yesterday, the main numbers were 
remarkable mainly for the lack of change. 
Last year, the combined group notched up 
about £L3bn ($21.7bn) in sales and £2.3bn 
in trading profits (before exchange-rate 
effects), very similar to 1996. For the year 
to June, pre-tax profits are forecast at 
nearly £l,9bn, earnings per share of about 
33p - again remarkably similar to the 1996 
pro forma figure, and below Guinness’s 
35p in that year. What we are seeing is 
that wonderful merger derice, the transi- 
tional period. 

Beneath the frozen profit and loss 
account, the merger has delivered cue 
tangible benefit in the form of a £2.9bn 
share buy-back. More of these should flow 
from late next year as the group generates 
nearly £lbn a year in cash, more than it 
can spend on value-creating ideas. Still to 
come are more than £200m in annual 
savings, adding about 10 per cent to oper- 
ating profits before any other benefits 
flow through. The jury is still out on 
these. Pillsbury’s progress and the steady 
spread of international drinks brands 
would have happened anyway. 

Nevertheless, merger costs of £775m - 
including the £250m pay-off to LVMH - 
still look well worth spending for the 
savings, the removal of competition 
between the two companies and more 
aggressive and shareholder-friendly man- 
agement of the balance sheet On a 1997-98 
price earnings ratio of more than 20, how- 
ever, the relating has gone quite far 
enough. 
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Europe today 

Scandinavia will be cold with 
sunny spells and showers. The 
showers win be near north and 
west-feeing coasts and hBs, wftt 
sheltered south-eastern areas 
staying dry. Centra) and eastern 
Europe wiM be showery. "The 
eastern Mediterranean wBI have 
ano'ther coW day with heavy 
showers and snow over the 
mountains. North-west Europe and 
the western Mediterranean wfll be 
dominated by high pressure. 
Northern France and the Low 
Countries wtB have cloud, but 
farther south it wll be sunny. 

Five-day forecast 

The eastern Mediterranean wfll 
become drier, but it will turn cold 
and wet again over the weekend, 
with Italy also affected. The 
western Mediterranean wfll stay 
sunny. North-west Europe wfll 
remain dry, but central and eastern 
Europe wfll be rather cold with 
sunshine and showers. 



Situation at midday. Temptmuroa maximum tor day. Forecasts by “MWEATHEROeNTRE 
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By Peter Martin in London 


The UK government predicted 
yesterday that it would be running a 
balanced budget by 2000. 

Bond and foreign exchange mar- 
kets reacted coolly to the news, 
which was contained in the budget 
for the financial year starting in 
April. Traders judged that the Bud- 
get did little tu dispel fears of an 
interest rate rise next month. "The 
approach was a little bit looser than 
the markets wanted." said Richard 
Kerstey. UK equity strategist at 
Credit Suisse First Boston. 

The Budget included wide-ranging 
changes to tax and welfare rules for 
lower-paid people to increase the 
incentive to work. There were also 
changes to company taxation. 

Gordon Brown, chancellor of the 
exchequer, said: "A substantial fiscal 
tightening has been achieved this 
year, with borrowing coming down 
by more than 2 per cent of national 
income." 

On the definition of public borrow- 
ing used in the Maastricht treaty, 
the liK deficit will drop from £29.7bn 
iS4&.6bn> in the year ending April 
1997 to Eo.Tbn in the current finan- 


cial year - just under half the figure 
predicted last November. 

In the veer starting m April lm 
the deficit is now projected to fall to 
£l.3bn. 0-1 per cent of grosS domestic 
product. By 2002. a budget suiplu® of 
1.5 per cent of GDP is predicted. 

GDP growth is forecast at 2*ip PJT 
cent in calendar 199S and .1.25-2-25 
per cent next year. Inflation is expec- 
ted to peak at 2.75 per cent this year, 
dropping to 2.5 per cent - the gov- 
ernment’s target - next year. 

The welfare reforms introduce 
detailed changes to tax and national 
insurance rates, making employ- 
ment more attractive to the low-paid 
and guaranteeing a minimum 
income to working families. 

“The new ambition is a modem 
welfare state that, instead of trap- 
ping people in poverty, provides 
opportunity for all," Mr Brown said. 
The Budget was “to advance the 
ambitions not just of the few but of 
the many”. 

The government also announced a 
review of taxation of North Sea oil 
and gas. and it extended the arrange- 
ment by which some government 
bonds (gilts] are free of tax for over- 
seas residents. Henceforth, all such 


issues will be tax-free for overseas 

residents. „ •, 

The short sterling futur es aart et, 
which tracks short-term inte rest-rate , 
expectations, fell as the Budget 
speech proceeded. The December 
contract dropped 6y around 16 basis 
points during the speec h, indicating / 
expectations of higher interest rates. • 
The 10-year gilt futures contract fo 
London, strong in -early -tiaiHag.an 
news yesterday of the government's 
El^bn debt repayment in February, 
fcU by over half a point during the : 
speech to settle at lQ7tf. And the gap. 
between gilt yields and those an Ger- 
man government bonds end ed th e 
day unchanged at 118 hams points. ■ 
The equity market was mare san- 
guine. The FTSE 100 index notched 
up an all-time dosing high of 5.8S4J, 
a gnm of 49.8 points on the day- But 
the index was barely changed than . 
its level at the start of the chancel- 
lor’s speech and ended betow.its- 
high of the day of 5,853.7. 
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Details, Page 8 
See Lex 
Bonds, Page 20 
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Australian Stock Exchange gets 
tough over millennium ‘bomb’ 
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By Gereo Robinson to Sydney 


The Australian Stock Exchange 
yesterday told its 1.200 Listed compa- 
nies to disclose their plans for deal- 
ing with the millennium computer 
“bomb" by June 30 or face suspen- 
sion of trading in their shares. 

"It is essential that those who deal 
with these companies have some 
idea of their state of readiness for 
year 2000,” said Richard Humphry, 
the exchange’s managing director. 
Directors of companies that failed to 
prepare adequately for the transition 
could be held personally liable, Mr 
Humphry warned. 

These requirements are among the 
toughest introduced by any stock 
exchange and follow the US Securi- 
ties and Exchange Commission 
which also requires listed companies 
to disclose their plans for dealing 
with the bomb and their cost. 

Under the new rules, companies 
listed on the ASX will be asked to 
detail the extent of their exposure to 
potential problems, the measures 
they are taking and their cost 


Companies must also include 
assessments of the extent to which 
their computer system might be 
affected by links to other systems. 
They must also disclose the names 
of officials in charge of millennium 
bomb related projects. The reports 
will then be made public. 

The bomb is a result of program- 
ming that renders most computers 
incapable of distinguishing between 
one century and another. At the 
turn of the century, uncorrected 
systems could fail or produce inaccu- 
rate information that could disrupt 
other systems with which they are 
linked. 

The ASX announcement reflects 
growing anxiety among Australia’s 
regulatory authorities that many 
companies - as well as government 
agencies - are not preparing ade- 
quately. 

The ASX also urged government 
auditors to find out whether essen- 
tial service providers, such as water 
and gas utilities, were ready. 

The recent interim earnings 
reporting season revealed that 


quoted Australian companies had 
budgeted A$l-4tm ($930m) for prob- 
lems related to the transition. 

The Australian arm of Coopers & 
Lybrand estimated in a recent report 
that Australian companies would 
need to spend more than AJ55bn to 
deal with the transition. 

Most large companies have shown 
a high degree of awareness about 
potential problems and many have 
outlined their spending plana in 
annual reports. 

But the ASX said investors needed 
to know more, particularly from 
small companies. 

“The bigger corporations are tak- 
ing the matter very seriously.” ASX 
said. “They also know it may repre- 
sent a question of liability down the 
track if they have not demonstrated 
a preparedness to deal with it.” 

ASX said it had spent *i25m oh 
safeguarding its systems under a 
plan to meet with the British Stan- 
dards Institution’s millennium com- 
pliance rules. The exchange will run 
a full test of its market-related 
systems this year. 
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Join us for a dazzling evening filled with excitement 

and tribute at the third annual Investor Relations Magazine US 
Awards held in association with BARRON’S, the Dow Jones 
Business and Financial Weekly 


The N1RI Grand Pmx for Best Overall 
Investor Relations 

Sponsored by The Nat>onal Investor Relafiam InsKtute 
The world's leading professional 
investor relations organization 
Best Annual Rbfost 
Sponsored by lnterpast and MaiUasl, 

Norlh America 

Best Senior Management Communications 
Sponsored by. D.F. King 
Best Investment Community Meetings 
Sponsored by AT&T Teleconference Services - 
Executive Offerings 
Best Use of Conferencmg 
Sponsored by networidMO Conferencing 
Best World Wax Web Site 
Sponsored by Bawne 

Bet Corporate Advertising to the 
Investment Community 

Sponsored by The Wall Street Journal 

Best Investor Relations for an IPO 
Sponsored by PR Newswire 
Best Disclosure Poucr 

Sponsored by Boston EquiServe Limited Partnership 

Best Investor Relations m a 

Contested Takeover 

Sponsored by Mackenzie Partners, Inc 


Best Use of Techpkxogy m Investor Relations 
Sponsored by Business Wire 

CCMIMUNtCAlTONS MOTH THE RETAIL MARKET 
Sponsored by ADP Investor Communication Services 
Best European Company IR 
Sponsored by Eddman Financial Worldwide 
Ben- Asia/Pacifk Company IR 
Sponsoredby GPSC Group IrKWparoted 
Best Latin Ambkan Company Ht 
Sponsoredby Citibank NA 
Best Use of Financial Media 
Sponsoredby Financial Times 
Best Investor Relations Ofncm 
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Ksfiyan coffee producers struggle 

Although Konya produces only 1 .5 per cant of the 
world's coffee, Its arables beans are highly prized. 

But coffee producers are struggling because of poor 
weather end bureaucratic Inertia. B NHo has brought 
unsaasonal downpours - with a chance the crop 
might recover - but the bureaucracy problem Is more 
Intractable. The expanses of the stste-run Coffee 
Board of Kenya, through which aH Kenya's coffee 

producers must market their beans, have risen by 
2,000 per cent since 1976. Many planters are ques- 
tiortng why they must pay the board about 6 per cent 
of pose revenues, when they see Rttle benefit 
PBgo22 

Exploration success for /juniors' 

Small-scale prospectors, known as “Jurtor* axptara- 
tton companies, have made nearfy one third of the 
world's Significant goto and base metal discoveries in 
the past 25 years, according to the CRU International 
consultancy group. But many Juniors are fighting for 

survival because of low metal prices aid Investor dle- 
enchantment following the scandal of Bre-X’s false 
claim to have found the world's biggest gold deposit 
In Indonesia. Page & 

Investors return tentatively to Brazil 

The eight of foreign Investors returning to Brazil after 
their hurried departure in the wake of the Aslan crisis 
has buoyed the stock market this month. But, In spite 
of what looks like a huge vote of confidence - total 
capital Inflows were a massive $5bn In February - 
analysts say the return Is still tentative, and Brazil Is 
LinUkaty to benefit from the migration out of Asia until 
more progress is made on tedding the budget and 
current account deficits. Page 32 

Intervention keeps drachma stable 

The Greek drachma had a quiet second day of Kb 
new life, fouowlng Its 12.1. per cent devaluation and 
entry Into the ERM at the weekend. The drachma 
harcfly moved, tfanks largely to intervention by the 
Bank of Greece. The Irish punt was also calm, partly 
because Ireland's markets were dosed for Saint Pat- 
rick's Day. Page 21 

Manila gains on IMF agreement 

Shares in Manila pushed higher, and volume rose 
strongly with turnover topping 2bn pesos - against 
1.45bn on Monday - as the market appeared to get 
wind of the IMF apesment announced after the 
ctosa. Jakarta dosed margfnaify higher as a sharp faS 
In Telkom offset gains In second-tier companies, with 
the meeting of the new cabinet failing to affect senti- 
ment Sydney moved strongly ahead with the over- 
night bounce on Wail Street boosting the insuraice 
sector and Rftfng News Cop sharply higher. Page 32 


Low-yield bonds best bet in Japan 

Investors with long memories wll know that yields on 
Japanese government bonds now offer some of the 
lowest yields on any form of Investment In Japan 
since the 16th century. But that has not stopped 
Investors from buying them. With Japanese land 
pric»B faBftg 10 per cent a year, the equity market a 
non-runner, and Asia’s financial problems, money is 
chasing ferrite d returns. Compared to other types of 
investment in Japan, JGBs have the moat attractive 
returns on offer. Page 20 
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Hang Seng chief executive resigns 

Au leaves Hong Kong bank after 29 years to join board of rival Standard Chartered 


By Join RUdtog in Hong tong 

Alexander An, chief executive 
of Hang Seng Bank, the highly 
profitable Hong Kong subsid- 
iary of HSBC Holdings, yester- 
day resigned to become an 
executive director at Standard 
Chartered, one of HSBC's main 
rivals in Asia. 

Mr An's departure after a 29- 
year career was seen as a set- 
back for Hongkong Bank, the 
Asian arm of HSBC, which 
bolds a 82 per cent stake in 
Hang Seng Bank. 

Mr Au has helped Hang Seng 
modernise its operations. 


strengthening its consumer 
banking activities and improv- 
ing utilisation of the bank's 
balance sheet 

At Standard n>w»rfaw«*i , Mr 
Au will take a bead office role 
with responsibility for govern- 
ment relations and external 
affairs, legal and compliance, 
audit and group economists. 
He will be based in London. 

Mr Au's Ixmdon assignment 
is expected to last for only a 
year. Williamson, tb B 

bank's chief executive, will 
reach retirement age next 
year. Mr Au could have an out- 
side chance of succeeding him, 


or more probably "li g h t 
over a hanking div ision from 
leading candidates to succeed 
Mr Williamson, such as Phil- 
ippe Pafllart or Rana Talwar. 

“One view Is that be was 
disappointed at not being 
promoted," said Terence Law. 
banking analyst at Jardine 
Fleming. 

Last year, HSBC appointed 
David Eldon, nKfaf executive of 
Hongkong Bank, to succeed Dr 

QUO Wei Lee as Amlrman of 
Hang Seng Bank. 

Hongkong Bank said it was 
grateful to Mr Au "for his 
many years of valuable ser- 


vice", ■ adding that an 

a Tin ram ram unt wwwtmfaig the 

succession would be made "in 

due course". 

But analysts said Mr Au’s 
dep arture created uncertainty 
about the management struc- 
ture at the bank. They said it 
also underlined the Tfrcv of top 
level Chinese managers at 
HSBC’s Hong Kong operations, 
nna of the group's wain profit 
centres. 

“There is no obvious succes- 
sor," said Peter Redhead, 
banking analyst at ING Bar- 
ings in Hong Kong. “We see 
thin resignation as negative for 


the bank in the short and 
medium term. Greater control 
via Eldon in the Iqng term 
may help both banks in the 
Increasingly competitive Hong 
Kong market. Howenrar, We see 
management disruption, within 
.the Hongkong Bank group as a 
negative.” "■ f 

Other investment analysts, 
however, said Mr Aii's depar- 
ture was unlikely tohave a 
significant impact on Hang 

Seng Bank’s performance 
given that its strategy had 
been sat. 

Shares in in the company 
held steady, closing unchanged. 


at HKS7L2S. Shares in HSBC 
continued their recent rally, 
adding HKJ2.Q0 to close at 
HK$229.D0, partly buoyed by 
speculation concerning an 
acquisition by the b a nk . 

Since he took over as chief 
executive at Hang Seng Bank 
in 1998, Mr An has developed 
consumer banking products 
and renewed the bank's corpo- 
rate identity, strengthen i ng its 
presence among younger pro- 
fessionals. 

Net profits have grown 
steadily, climbing by 10 per 
cent to HK$9-36bn (SL2bn) last 
year. 


Credit Suisse makes $lbn extra 
provisions after loans review 


By WUBam HaH la ZHrich 


Credit Suisse is further to 
strengthen its balance sheet 
after management nrtngnitjmffl 
and a new auditing firm 
reviewed its problem loans. 

The Swiss banking group is 
making SFrl.Sbn ($L08bn) in 
extra provisions charges 
even though it was assumed 
that the SFr&9bn set agiite in 
1996 would clean up its loan 
portfolio once and for alL 

The news offset an otherwise 
strong set of 1997 profits and a 
particularly bright perfor- 
mance by Credit Suisse First 
Boston, its investment bank- 
ing unit. Operating profit, 
after tax and minorities, rose 
58 per cent to SFi3.4tm and the 
group increased its dividend 
by 25 per cent to SFrS per 
share. CSFB increased pre-tax 
profits by 52 per cent to 
SFr2.63bn. helped by strong 


revenue growth, and Credit 
Suisse Private B anking 
increased pretax profits by 24 
per cent to SFn.67bn. 

The group's domestic Swiss 
bank reduced its regular provi- 
sions from SFr992m to 
SFr707m in 1997. However, 
after a complete review of its 
domestic loan portfolio, an 
extra SFrl.lbn was charged 
against previously identified 
problem loans because of a 
“further deterioration of the 
Swiss economy in 1997". The 
sum was charged to the 
reserves for general hanking 
risk so it did not impede the 
sharp reduction in the domes- 
tic bank’s pre-tax lasses from 
SFrLlbn to SFr296m. 

Credit Suisse Group added 
SFrl.fibn to its reserves far 
general hanking risks to make 
it “even better positioned to 
weather the possible deteriora- 
tion in its operating environ- 


ment without impacting future 
financial results". 

In 1996 the group had added 
SFiUbn of extraordinary provi- 
sions primarily on its Swiss 
lending » n( i another SPrLfibn 
to boost its general b anking 
reserves. In addition to the 
extra SFrl.6bn for general 
banking risks, the group took 
another SFrl.9bn of special 

rharg aa flnr various H«na with 

the result that it reported a net 
profit of SFr397m versus a net 
loss of SFr2.lhn is 1996. 

Credit Suisse Asset Manage- 
ment increased profits by 59 
per cent to SFr264m, and the 
Winterthur insurance business 
increased profits by 31 per cent 
to SFrl^bn. 

In 1996, the group introduced 
a new credit risk rn/msgpmpn t 
system and set up provisions 
tO underpin it, so that annnal 
loan loss provisions would be 
stabilised through the use of a 


fluctuation reserve. Richard 
Thornburgh, Credit Suisse’s 
rfifef ftnanrtai officer, said pro- 
visions for the. performing 
portfolio hart been in n™ with 
expect a tions. 

However, the group had 
asked a new firm of auditors 
and McKinsey, the manage- 
ment consultants, to review its 
loan portfolio and perform 
stress tests. As a result, the 
group executive board decided 
to strengthen the res er ve s tor 
general banking risks. The 
strengthening of the general 

hanking reserves rowans that 

92 per cant of the group’s 
SFri2.lbn of non-performing 
loans are now covered by pro- 
visions and reserves, compared 
with an estimated 78 par cent 
for the enlarged DBS. 

Credit Suisse shares closed 
at SFi270, down SFrl.5. 

Equities boost CSFB, Page 17 



Novartis chief financial officer Rayntund Btbu attha pharmaceuticals 
company's results presentation yesterday. Setae doubled in 1997, whfle 
net profits rose 43 par cent Report Page 17. Picture Reuters 


Ericsson may move HQ to escape Swedish taxes 


By &eg Mdvor ia Stockholm 


Ericsson, the Swedish 
telecoms group, is considering 
moving its headquarters to 
London, complaining that high 
taxes are hampering recruit- 
ment of top international 
managers to Sweden. 

The company said yesterday 
it was looking at office space 
in central London to serve as a 
new base for corporate func- 
tions located at its Stockholm 
headquarters. Lars Stalberg, a 
sailor Ericsson e xecutiv e, said 


London had emerged as the 
frontrunner among a handful 
of European cities following a 
year-kmg study. 

"Being outside Swe- 
den. ..would enable the com- 
pany to broaden its interna- 
tional mix among top 
management," Mr Stalberg 
said, noting that Ericsson had 
45 per cent of its wor k force in 
Sweden but only 6 per cent of 
sales there. 

The defection of Sweden's 
largest industrial corporation 
in a protest over taxation 


would be a political bombshell 
for the Social Democratic gov- 
ernment in an election year. 

Corporate discontent over 
taxation policy has been build- 
ing for years, prompting sev- 
eral groups to threaten to shift 
operations outside Sweden. 
They argue that high income 
taxes make it almost impossi- 
ble to attract senior foreign 
executives to work in Sweden 
and cause an exodus of »;kfnftd 
research and development per- 
sonnel. Industry observers said 
switching some key functions 


to London would make sense 
in view of Ericsson’s extensive 
international exposure. The 
UK is its third largest market 
after the US and China, and 
the company employs 4.100 
staff there. locating in London 
would also provide closer prox- 
imity to Europe's main capital 
and equity markets. 

Company officials stressed 
that no decisions had been 
taken and the matter was still 
being studied by Ericsson’s 
board. About 400 people work 
at Ericsson’s Stockholm bead- 


quarters. Officials said there 
was no question of Ericsson 
changing its tax domicile, 
emphasising that the problem 
lay not with corporate taxation 
but with income tax levels. 

According to the OECD, 
Sweden, together with 
Denmark, has the highest tax 
burden in the industrialised 
world. The government has 
indicated a willingness to 
introduce tax breaks for for- 
eign expatriates on sh art-term 
placements in Sweden, but it is 
unclear if this win suffice to 


mollify industry. Groups 
which have left Scandinavia 
include Kvaemer. the Norwe- 
gian engineering group, whic$ 
moved to London in 1996 after 
acquiring Trafalgar House of 
the UK. 

Pharmacia & Upjohn, tb$ 
Swedish-US drugs group, 
moved to London initially 
after merging in 1996. Asea; 
the Swedish engineering 
group, moved to Zurich in 1988 
after merging with Brown 
Boveri of Switzerland to farm 
ABB. 



BARRY RILEY 


Hard choices for euro 


So the Irish punt has been 
revalued against a sagging 
deutschemark. and just in time 
for St Patrick’s Day, too. But 
this does not exactly appear to 
follow the script originally 
drafted for European monetary 

rminn 

The nervous debate about 
whether the euro will turn out 
to be hard or soft should not 
really start from here, as the 
Irish might say, but should 
include some history. 

The myth of the strong 
D-mark realty harks back to 
the 1970s and early 1980s. Over 
the past 10 years the D-mark 
has fallen by 11 per cent 
against the Japanese yen, and 
is just about unchanged 
a gains t the US dollar and the 
poand sterling. Since mid-1995, 
of coarse, the D-mark has been 
persistently weak against the 
dollar, falling from 72 to 55 
emits. 

But more recently it has 
made big gains against many 
emerging currencies. 

The D-mark is not quite the 
ygrmft thing as the euro, but 
according to HSBC Markets, 
which has back-calculated a 
(synthetic) euro exchange rate, 
the euro would have falle n 
against the dollar by some 25 
per cent since 1995. Its likely 
value, incidentally, is about 
SLID. 

That weakness illustrates 
starkly the impact of 
contrasting economic cycles, 
with the US bounding ahead 
but continental Europe tipped 
by its Maastricht fiscal 
straigh tjacket into 
near-recession and a 
determined monetary 


loosening. There are 
underlying problems of 
competitiveness in Europe, 
too. 

On the purely cyclical view, 
the strength of the US dollar 
might prove fragile. There is, 
after all, a persistent current 
account deficit which arguably 
reflects over-consumption by 
the US. 

With the American economy 
still groning at around 4 per 
cent in the early months of 
1998, while many Asian 
economies have suffered 
collapses, the current account 
deficit could rise from $2l5bn 
this year to nearer $250bn 
next 

Strong demand for dollar 
securities from overseas, 
however, has more than offset 
this drain. 

First, Asian central banks 
were heavy buyers of US 
Treasuries, originally because 
(though it now seems curious) 
they were intervening to hold 
down their excessively strong 
currencies. 

When their currencies 
collapsed last year and they 
turned net sellers of dollar 
securities the gap was bridged 
by “safe haven" buyers from 
the private sector. 

But although these shifts in 
bond market support may 
explain fluctuations such as 
the recent temporary rise in 
long dollar bond yields it is 
less dear that there is any 
underlying threat to the US 
currency. 

The current account deficit 
is not much more than 2 per 
cent of GDP and it may reflect 
in part the financial 


management strategies of 
US-based multinational 
companies. Anyway, these 
days a trade surplus often 
gignafe weakness rather than 
strength. 

Certainly the large trade 
surpluses in Europe have not 
helped European currencies. 
Interest rates have been more 
important, *p ri there been 
a growing perception that with 
inflation so low (about 1 per 
cent in Germany and France) 
they will stay down. On the 
other hand, if the current 
acceleration of econ o mic 
growth in Euroland turns out 
to be substantially Asia-proat 
that opinion could change. 

There r emain some technical 
questions. The European 
Central Bank will require 
smaller foreign currency 
reserves than its national 
predecessors. 

European central banks 
could thus be sellers of dollars 
in the short term- Later, 
though, central banks 
elsewhere - especially in Asia 

- could become buyers of the 
euro, adding some badly 
needed diversification to their 
dollar reserves. 

The simple j udgmen t is that 
the euro will start weak but 
will strengthen over time. 
Ten-year bond yields of around 
4£ per cent imply confidence. 

But the economic jeremfahs 

- clustered mostly in London 

- who devise scenarios in 
which Euroland totters and 
splinters under the weight of 
its internal contradictions will 
think otherwise. 

The euro may need the luck 
of the Irish. 
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COMPANIES & FINANCE: INTERNATIONAL 


AIRLINES ATTEMPT TO RETURN TO CORE BUSIN ESS AND RE SUME DIVIDENDS WILL RES ULT IN Y97BN NET LOSS THIS YEAR 

JAL uses shareholder equity for write-offs 


By Bethan Hatton to Tokyo 

Japan Airlines to to write off 
Yl54.6bn (SlJftn) and post a 
Bet loss of Y97bn for this 
finanpiai year, in an attempt 
to return to the black and 
resume dividends next year. 

Akira Kondo, JAL presi- 
t uTgent, said yesterday he was 
•{sL' i airing the unprecedented 
rf; ^‘Wep of using shareholder 
rT: Equity to write off restruct- 
uring costs of Y97bn in 
'“ “’■■the company's hotel and 
■'* Resort businesses, as well as 
-^-'Sfeout Y57.6bn of acctunu- 


Taiwan 
in Asian 
spending 
spree 

By Laura Tyson in Taipei 


lated debts at the parent 
company. 

Using Shareholder equity 
was a serious matter, Mr 
Kondo said, but he added: “If 
we are to offset these deficits 
we have 1 little choice but to 
use this method. To dear the 
debt by using foture profits 
would take a considerable 
time and delay resumption 
of dividends." 

This would allow JAL to 
return to its roots and con- 
centration the cme airline 
business, Mir Kondo said. 

The move is subject to 


shareholder approval at the 
annual general meeting in 
June. 

Mr Kondo may have to 
resign to take responsibility 
for the decision, but he is 
likely to be made company 
chairman to replace Susunra 
YamaJl* who may also be 
forced to resign far bis role 
in the airline’s difficulties. 
JAL has not paid dividends 
for six years, and made a 
Y9J2bn net loss for the last 
financial year. 

Some analysts expressed 

scepticism that JAL would 


return to the black next 
year, given the impact of the 
Asian crisis on the regional 
travel market and growing 
domestic competition, 

T uBing out of the hotel 
business frees up some capi- 
tal which the company des- 
perately needs.” said Paul 
Smith, transport analyst at 
HSBC James Capel Securi- 
ties in Tokyo. 

However, he added that 
although the write-offs were 
good news, JAL’s operating 
performance remained poor. 

The restructuring costs 


relate mainly to JAL's over- 
seas resorts, hotels and 
other tourist-related busi- 
ness. The airline bought 
property and built hotels in 
Hawaii and elsewhere dur- 
ing the late 19SOs, but prop- 
erty values have slumped 
since then, and the hotel 
businesses are struggling. 

JAL has been restructur- 
ing its airline business for 
the past six years, and has 
cut costs, particularly on 
staff, but still has a signifi- 
cantly higher cost base than 
Its international competi- 


tors. It said yesterday that it 
planned to cut a furt her 
1.300 ground staff and fl 
some subsidiaries. 

Deregulation Is already 
Increasing competition In 
the Japanese domestic mar- 
ket. and the recent US-Japan 
air accord will expose Japa- 
nese airlines to increased 
competition, particularly 
from US airlines. 

JAL has just announced 
code-sharing agreement with 
American Airlines, and is 
negotiating a similar deal 
with British Airways. 


•'China Development, a 
p flagship investment arm of 
' ‘ "Taiwan’s r uling Nationalist 
’■ iphrty, yesterday announced 
* ~ --p lans to buy a controlling 
-' -'stake in Bangkok First 
-» 'Investment and Trust, a 
. ■> finan ce and securities film. 

<=■ 1 i China Development said it 
f -''-Would also form a high-tech 
'■-» 'investment fund with Rashid 
- ' t ' Hussain, a Malaysian finan- 

- r -cSal services firm. 

- ;*•- Benny Hu, president of 
"“■ ’Ghina Development, said the 
: deals could be the first of 
*■ . 'many Taiwanese invest- 

meats in south-east Asia, 
? '-"where sharp c u r ren cy falls 
-^-Kave made acquisitions 
■J°fe«DiiringJy cheap. 
e -- Liu Tai-ying, China Devel- 
opment's rhatrmap and bead 

- n, H)T the Nationalist party’s 

'‘extensive business interests, 
h- 1 ii to sign the Bangkok First 
'■ J 'deal today. 

I 1 ' 0 Beijing is likely to criticise 
the purchases, which it 
*■- "regards as part of a “flnan- 
/ "eial diplomacy" drive by 
-Wealthy Taiwan's isolated 
government to capitalise on 
the financial woes of its 
*■» '’neighbours. 

■ ° - *Bn t Mr Bn indicated that 
n -profits were the prime 
i. ■’^native behind the expansion 
into Asia, which he said 
roi Offered many opportunlties- 
j '- t v C hina Development and 
fellow Taiwan investors' in a 
-uT«rg20bn (US$620m> private 
? 1 -'south-east Asia fund now 
being formed expect 25 per 
annual returns from 
>1J their investments in the 
crisis-hit region. “There is a 

genera] belief that this is 

f— going to be a very profitable 
i opportunity,” Mr Hu saicL 

* “Looking from a three-year 
J time frame, the per annum 
j return in south-east Asia can 
i easily fall into the 25 per 
' emit range.” 

J Several high-profile 
j Taiwan concerns have com- 
I nritted to joining . the 
i planned T$20bn south-east 
j Asia fond. A holding com- 
> pany Is to be set up within 
1 three months and all funds 

* are to be invested in one 
1 year, with TO per cent ear- 

* marked for listed shares and 
1 30 per cent far equity stakes 
| iff 1 unlisted companies. 

, The government has lent 
■ support to the private-sector 
! initiative by setting up an 
credit and insurance 


Anheuser’s cross-border marriage on the rocks 

Modeio deal is the latest US-Mexican partnership to be soured by disagreement, says Leslie Crawford 


A nheuser-Busch, the US 
brewer, has fallen out 
with its fellow Mexican 
shareholders in Grupo 
Modeio. Mexico’s leading 
beer company, after invest- 
ing more than $lbn in 
Modeio since 1993. 

Executives and board 
members of both companies 
say Anheuser-Busch is seek- 
ing binding international 
arbitration over its right to 
exercise stock options in 
Diblo, Modelo’s unlisted 
operating subsidiary. 

The dispute, board mem- 
bers say, centres on the val- 
uation of Diblo’s business 
and the definition of corpo- 
rate eafnings. When 
Anheuser-Busch bought 10 
per cent each of Modeio and 
Diblo for $470m in 1993, on 
the eve of Mexico’s accession 
to the North American Free 
Trade Agreement, the US 
brewer also acquired rights 

to increase its gViarrtinlriing 
in both companies within 
four years at a strike price of 

13 timoc aamingH- 

But with Modelo’s stock 
now trading at 38 times 
earnings, valuing the com- 
pany at 58bn pesos ($&8bu), 
controlling shareholders 
have been reluctant to part 
with their shares at the 
predetermined price. 

Soon after Anheuser- 
Busch announced, in June 
1997, that it intended to exer- 
cise its remaining option to 
acquire an additional 13 per 
cent in Diblo for approxi- 
mately 3550m, the US brewer 
and its Mexican partners 
became embroiled in a row 
over how -Dibio's earnings 
were to be. calculated. 


It was a matter that 
August Busch, chairman of 
Anheuser-Busch and honor- 
ary member of Grupo Mode- 
lo’s board of directors, 
believed he had settled. In 
December 1996. board mem- 
bers say, Mr Busch paid 
Modelo’s controlling share- 
holders $60m to settle an 
Mmitig s definition dispute 
as part of a 3605m deal 
which increased Anheuser- 
Busch's stake in Modeio to 
35 per cent 

Mexican shareholders 
have now revived the dis- 
pute. They insist the valua- 
tion of Diblo’s earnings 
gfrimilri tpclnrifr profits from 
non-consoiidated subsid- 
iaries, while Anheuser- 
Busch argues it will only 
pay for companies in which 
Diblo owns majority control. 
The different interpretations 
are many wifnirmc of dollars 
apart, given than Modeio 
amd Diblo have more than 
150 subsidiaries, associates 
and operating affiliates. 

After six months of no 
headway In the dispute, 
Anheuser-Busch confirmed 
last week: “The matter has 
gone to international arbitra- 
tion.” 

The partnership between 
Anheuser-Busch and Modeio 
is not the first cross-border 
marriage to go sour. 

Corning Glass and Vitro, 
toifing glass manufacturers 
in both the US and Mexico, 
dissolved a still-bom associa- 
tion in 1994, citing irreconcil- 
able corporate cultures. In 
1966, Bell Atlantic took con- 
trol of Iusacell, a cellular 
telecommunications com- 
pany, after its Mexican part- 


ner became entangled in a 
political scandal that threat- 
ened to sink IusacelTs fran- 
chise. More recently, NBC, 
the US broadcaster, has 
taken TV Azteca to court 
over alleged breach of con- 
tract Involving lucrative 
stock options. 

“There are many reasons 
why corporate marriages 
between Mexican and US 
companies foil," says Rich- 
ard S inicin, managing direc- 
tor of Inter American Hold- 
ings, a consultancy based in 
San Diego, California, which 
advises US companies doing 
business in Mexico. 

Mr Sinicin says US and 
Mexican companies often get 
together for the wrong rea- 
sons. Unless the two part- 
ners contribnte essential 
qualities to the marriage, the 
alliance soon founders. 

The second problematic 
issue is corporate control. 
“Most Mexican firms are still 
run- as family businesses," 
Mr S inicin says, “and these 
firms are often reluctant to 
share control with an out- 
side investor." 

Board members say the 
Anheuser-Busch/Modelo alli- 
ance faces many cultural 
problems, though the US 
brewer insists it is very 
happy with the way Modeio 
is run. 

Modeio is the most profit- 
able brewer in Latin Amer- 
ica . It has a leading market 
share in Mexico and domi- 
nates the export market with 
its flagship Corona brand, 
which last year became the 
top-selling ' foreign beer 
in the US, overtaking 



August Busch: paid S80m to settle earnings dispute Return: AP 


The company has been 
conservatively managed for 
decades, and is regarded as a 
cash cow, having virtually 
no debt 

Board members say 
Modeio sought the alliance 
with Anheuser-Busch in 1993 
because it was concerned 
that under Nafta. Mexico 
would be flooded with US 
beer. For its part, Anheuser- 
Busch saw its equity partici- 
pation In Modeio as a good 
investment in an expanding 
beer market. The US brewer 
also believed it could help 


Modeio transform Corona 
into a successful interna- 
tional brand. 

Modelo's Mexican share- 
holders say they now regret 
the marriage. They did not 
need the cash and the feared 
invasion of US beer did not 
take place. 

If the international arbi- 
tration panel rules in favour 
of Anheuser-Busch, Modelo's 
controlling shareholders wiD 
be 3550m richer, but they 
will have relinquished a 50-2 
per cent direct and Indirect 
interest in Diblo. 


Tejkom falls 23 per cent on forex losses 


By Sander Tboenes in Jakarta 


Telekommtikasi Indonesia, 
the privatised telephone 
company, .suffered a 23 per 
cent drop in annual net prof- 
its for 1997^after being hit by 
foreign exchange losses of 
Rp722bn ($74m). The profits 
fall was sharper than expec- 
ted. 

The company warned of a 
further reduction in profits, 
asset values and liquidity 
and an increase in liabilities 
and fundf&g requirements 
for the current year because 
of the economic crisis. 

Telkom, the most actively 
traded stock on the Jakarta 
Stock Exchange with mare 
than a fifth of the total mar- 
ket capifcahfeation. yesterday 


unveiled net pro fi ts for the 
year to December 31 of 
Rpl,152bn, against 
Rpl,503bn, despite a 16 per 
cent rise in operating reve- 
nues to Rp5,9Q9bn. 

Harry Supangkat, Telkom 
finance director, said the 
full-year results included 
losses on accounts payable 
for imported equipment. 

The impact of Indonesia’s 
currency depreciation was, 
however, relatively limited 
because 72 per cent of its 
debt was denominated in 
rupiah and virtually all was 
long-term 

Telkom lost Rp295bn 
through provisions for for- 
eign exchange losses and 
doubtful accounts at affili- 
ates, mainly cellular ven- 


tures with Deutsche Tele- 
kom and PTT Telecom 
which expanded rapidly but 
failed to collect payments 
from thousands of clients. In 
addition a sharp rise In 
domestic interest rates 
caused a 16 per cent rise In 
interest expenses to 
RpG24bn. 

The company's foreign 
exchange losses for 1997 
were calculated at an 
exchange rate of Rp4.673 per 
dollar, and the rupiah has 
dropped to around RplO.OOO 
since then. 

Telkom said it would like 
to cut capital expenditure 
sharply to preempt a further 
drop in demand but Mr 
Supangkat conceded this 
would be difficult because of 


the effect of currency depre- 
ciation on the cost of 
imported equipment 

It added that it was con- 
ducting a survey to help it 
concentrate line installation 
on clients who make fre- 
quent use of the lines and 
pay their bills. 

Telkom this week had a 
tariff increase approved by 
the government I NG Bar- 
ings, the brokerage, esti- 
mated that the increase, 
indexed to the exchange 
rate, would boost earnings 
before translation losses by 
8.1 per cent This includes a 
recent 25 per cent increase 
in International call rates. 

Telkom has waived default 
conditions for foreign and 
domestic joint operators who 
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have fallen behind on tar- 
gets for laying lines and has 
agreed to renegotiate the 
conditions. 
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Bank of Greece 

Athens, Greece 
U.5. $250,000,000 
Floating Rate Notes due 1999 

For the six months 17di March. 1998 to 17th September, 1998, 
the Notes will carry an interest rate of 6. 1 25% per annum v(rfi a 
coupon amount of US. $3 13.06 per U.S. $10,000 Note, payable on 
17th September, 1998. ' 


Banker* Trust 
Company, London 


Agent Bank 


The Chase Manhattan. Corporation 
u.s. $400,000,000 : 

Floating Rate Subordinated Notes due 2009 
For the three months 17th Marti), 1998 to 17th }«ie, 1998 die 
Notes mil carry an interest rate of 5.8125% per- annum 
with a coupon amount of U.S. $14834 per UB- 510,000 Note, 
payable on 17th June, 1998. 


Bankers Trust 
Company, London 


Agent Bank 
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2% per coot. Convertible Bonds due 2000 
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Sino Land stake 
bought by ally 


By Louise Lacas in Hoop Kong 

A private company has built 
up a 10 per cent stake in 
Sino Land, the Hong Kong 
property developer which 
earlier this year saw its 
share price plunge amid con- 
cerns that ft faced financial 
difficulties. 

The buyer. Nan Fung 
Development, has dose rela- 
tions with Sino Land, and 
the two companies have 
worked together on projects. 
The stake has been built up 
over time, but analysts said 
the bulk of shares had proba- 
bly been bought more 
recently at a cheaper price. 

Sino Land's share price 
fell 45 per cent to HKS101 on 
a sin gl e day in January after 
it moved to quash specula- 
tion that it had missed a 
loan payment However, tbe 
price has since bounced back 
and the shares dosed yester- 
day at HK&3.425, up 3 per 
cent on the day. 

Analysts did not foresee 
big gains from the alliance, 
although it demonstrates 
Nan Fang's confidence in 
Sino Land. Financially, Sino 
Land Is viewed as having 
overcome some of its prob- 
lems by raising cwsb - essen- 
tially by selling off develop- 
ments that had been 
earmarked for rental. 


“Sino has gone all out to 
raise cash and is in a much 
stronger position,” said Mar- 
tin Tacon, vice-president of 
Asian equities research at 
CSFB. He sites The Mayfair, 
a prestigious block of 60 
fiats, of which the group has 
sold around 35 fiats, raising 
HK$827m (US$l07m). 

“That was going to be one 
of the flagship residential 
investment properties, 
which the company spent a 
lot of time and money on. 
Now they have sold it It's 
the last thing they would 
have wanted to do. but they 
needed the cash," he says. 

Sino Land came under 
investor scrutiny in January 
because it was regarded as 
one of the more vulnerable 
developers to the do w nt ur n 
in tbe property sector and 
the sharp rise In interest 
rates. 

However, in quashing the 
“groundless rumours”, Sino 

Land said its total debt-to- 
equity ratio was about 26 per 
cent at the mid of December, 
cash flow was positive and 
short-term loans were not 
great. Property developers 
have been responding to the 
downturn in the market, and 
subsequent credit squeeze, 
by slowing down their land 
purchases and focusing on 
cash flow. 
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Sanyo forecasts profits 
decline of up to 15% 

Sanyo ' 

warned yesterday that daaptte rising sate. 

drap 

Sanyo has been hit by a amp pogtad a parent net 

as wed as turbulence in Asfa. forecast a pro® of 

profit of Y16.4bn $126m)i sod It had eaiw Torecasi 

this ^ 

account for about 65 par cent WBtTW flonal (3^ 

Koichl Kawakyu. 

had hit sales, the oompany^W.^^ . 

THAI POWER INDUSTRY 


US groups build stakes 

US power companlas are profiting from - 

downturn by taking big slakes m the 

power producers, which need to raise capital to complete their 

^iertflon, a subaidf*, of : Bar^u island 

energy group, sad Stthe Energies Group, of the US, wwid pay 
about $100m for a 33 per cent stake in the 
wW be used to purchase new shams In the group. Adcfttonal cap- 
ital has been needed to keep Cogeneration's det*-to-eqtaty ratio 

in Brie with toan covenants. ^ M 

Cogeneration is building a 470MW power pl^onThaBantfs 
industrial eastern seaboard region at a cost of $630m. The ptant 
is scheduled to come on stream next year. 

Banpu will see Its stake In Cogeneration fan to 34 per cent 
while Ha other international partners - Roland’s imatran Varna Oy 
and Sweden’s Nordic Power - win each have theft- stakes dnutad 
to 7.5 per cent from 11 percent 
Edison Mission Energy, of the US, is planning to buy some 
Banpu assets, tt is In negotiations to take a 25 per cent stake in 
Tri-Energy, a joint venture between Banpu and Texaco of the US 
which is bulkfi ng a 7G0MW power plant In Ratchaburi. 

The US Oversea Private Investment Corp wfll help finance the 
deal as part of a $400m financing package for Thailand's electric- 
ity sector announced last week. 

Another US company helped by Opfc will be Bechtel, which 
has a stake in a $700m. 873MW project in Choriburi. The lead 
developer (rf that project. HemeraJ Power, recently sold a 50 per 
cent st^re to Tractebei of Belgium. 

Thailand’s state-owned electricity generating agency is In toe 
middle of a six-year programme to begin buying electricity from 
seven independent power producers which were awarded con- 
tracts In 1996. The programme, worth more toan $5bn, is toe 
largest of its kind in Asia. Ted Bardacke, Bangkok 


STE£L 


Posco appoints new chairman 

Pohang Iron and Steel (Posco), the South Korean steel maker, 
yesterday appointed a former executive as its new chairman in a 
move that reflects political influence on state companies. 

The new chairman, Yoo Sang -boo, was a former vice-president 
of Posco before being ousted in 1993 In a political purge by toe 
previous government against Park Tae-joon, the steelmaker’s 
founder. 

Mr Park, who went into exile in Japan, has returned to power 
as a leader in Korea’s new coalition government and used his 
Influence to name Mr Yoo as.toe new Posco chairman. 

Mr Yoo, who Is president of Samsung’s Japanese trading sut>- 
skfiary. replaces Kim Mahn-je, who was appointed head of Posco 
by the previous government. 

The appointment of Mr Yoo signals the rebm of Posco’s man- 
agement to company insiders who nan the world's second-largest 
steelmaker until the appointment of Mr Kim. 

Analysts expect Mr Yoo to focus Posco on its core steel busi- 
ness and tispose of unrelated subsidiaries, Indutfng Its stake in 
Shinsegi Telecom, a mobile phone Operator. Mr Yoo has criticised 
Mr Kim for diversifying Into new businesses. 

The appointment of Mr Yoo might also represent an end to 
government efforts to use Posco to rescue other failed Korean 
steel vantues. The previous government tried to force Posco last 
year to buy Hanbo Steel and Sam ml Steel after they went bank- 
iupt 

Posco reported a 17 per cent rise I n 1997 net profits to 
Won/28.9bn (S499rri), but it estimates that earnings wfll fall to 
Won620bn tHs year because of the economic slowdown In Korea 

and currency depredation. John Burton, Seoul 


PHILIPPINES 


Price reprieve for Meralco 

Madia Bedric Company (Meralco). toe PhffippJn*,- largest distri- 
bution utflrty, was yesterday granted an eleventh-hour temporary 
rapnevefrom a government-imposed price roll-back which ana-* 
fysts expect would cost it about $2 60m 

* £5Z*? n9 *° 0 MeraiCO petttlon ' Coun APPeab Issued 
a 60-day temporary restraining order on the price rofl-Sck. which 
the Energy ReguUtov Board 

ontoe groun^toatthe company had been systematically over- 
charging customers since 1994. Today was thedeSS^^ 
ak»_ ta submit its proposals for refundr^aS^ 

The EBB maintains Merafoo has uniaStS^^ -^ lncome 
toc^operating expense and has^^J^d 

** tteaIn «ntonncometaxls 

«nswtent with mdusby practice and denies that It has cwaSaled 

nS ^ rad - ; ■ 

-~n may n« Z 

toe business community as an arbitrary and ‘*^ regard f d ** 

run-up to elections. Justin Maroz^femfe] motfe ,n *• 

ISRAEL 


Discount Investment rises 63% 

Discount Investment, the Israeli hoWina 
Income, excluding one-off capital nJS 
as the company focused more ^ cen ^ 1881 y®ar, 

capital gains, net lrxror^i^I? f ? Ch S 9y 3SSeCa - 
1996 to Shk238m ($87m) last &ki 4 7m in 

onrMrff gains, climbed 61 per cS 

recorded net capital gains of 11,6 company 

two Subsldiarl^^ 9a ^ 5 ^ SWt174fri ftom the sale of stakes in 

E®count Investment announced a enootai — . 

of ShkSOm, taking the total annual dtvldend 

to 5Wc80m foiggy. 10 ,99s 

recently bought a 90 per lnv ®stment bank, 

p^ c^v"feTs?Jr IDB 

Meanwhile, the First International hank nt 
fourth largest commercial bank. ** cour *y's 

cent to Shk223m last 18 ^ 
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COMPANIES & FINANCE: INTERNATIONAL 

JAPANE SE M ANUFACTUR ER ACTS TO STEM MOUNTING LOSSES i - 


Hitachi to scale back production of chips 


By Ifictafyo Kakaraota h Tokyo 

Hitachi, Japan’s largest 
integrated electrical machin- 
ery manufacturer, is sub- 
stantially scaling back pro- 
duction of semiconductor 
memory chips in an effort to 
stem mounting losses 
incurred in the sector. 

The group did not disclose 
-to what extent it would 
reduce production of 
dynamic random access 
memory (D-Ram) chips, hut 


said worldwide production 
would be concentrated in 
two factories - one in Japan 
and the other in Singapore, 
as a Joint venture. Until 
now, the company has been 
manufacturing memory, 
chips at five facilities - two 
in Japan, a subsidiary in 
Germany and joint ventures 
in Singapore and Texas. 

However, it is pulling out 

of the joint venture in the 
US which it established with 
Texas Instruments in 1994. 


Hitachi said that the sharp 
decline in the D-Ram mar- 
ket, where prices of memory 
chips have plunged in recent 
years, had farced it to pull 
out of the venture. 

The group’s chip plant in 
Germany will initially shift 
production from lfr-megabit 
D-Rams to higher-end 64-bit 
D-Rams, but will increas- 
ingly make other semicon- 
ductor products, such as 
microcontrollers and logic 
chips, the company said. 


Meanwhile, in Japan, it is 
concentr a t in g memory chip 
production at one plant 

Hitachi has als o decided to 
postpone by two years the 
construction of a new semi- 
conductor facility in Japan, 
where it had been planning 
to boost production. Under 
the initial plan. The new 
plant had been expected to 
come on-stream at the of 
1999 and to more than dou- 
ble its production capacity. 

The moves come after 


Hitachi cut production of 
memory chips by 20 per cent 
in February and , March as a 
result of the glut. 

Hitachi’s moves highlight 
the growing divergence 
between weaker and stron- 
ger companies in the D-Ram 
market In January, Mitsubi- 
shi Electric said it would 
halt production of 4-megabit 
D-Rams In North America. 

While D-Ram manufactur- 
ers have all suffered from 
the downturn in prices, com- 


panies such as Mitsubishi 

Electric and Hitachi have- 
been doubly hurt by their 
relative lack of competitive- 
ness in advanced D-Rams. 

Steven Myers, industry 
analyst -at Jardine Fleming 
in Tokyo, said Hitachi's 
group capital spending, at 
Y7l5hn ($5-5lbn), was double 
its cash flow. As a result, 
Hitachi has accumulated net 
debt of Y650bn in the past 
two years. This would 
become “a substantial con- 


straint on the ability of man- 
agement to act”, Mr Myers 
said 

While Hitachi emphasis es 
it is- not : pulling out of 
D-Ram production, Tsotomu 
Kauai, president, admitted 
that Japanese semiconductor 
makers could up longer rely 
on p-Rams alone to generate 
profits. 

Hitachi has already 
reduced its dependence on 
D-Rams from 50 per cent in 
1995 to 98 per cent last year. 


NEWS DIGEST 


PHARMACEUTICALS 


Currency moves help 
Novartis’ sales growth 

Currency movements more than doubled 1997 sales growth at 
Novartis, Europe's biggest pharmaceuticals company. But the 
strong performance last year has meant a slow start by compari- 
son in 1998, the Swiss company said at its wmuaJ results presen- 
tation yesterday . 

In Swiss franc terms, Novartis' sales rose 19 per cent from 
,SFr26.1bn to SFrSI .2bn ($21 bn). The 1996 figure was restated to 
exclude one-offs such as profits from efisposata. Of that increase, 
currency movements accounted for 10 percentage points. 

Net profits rose 43 per cent to SFrS^bn. The company 
Increased Its proposed dividend by 25 per cent from SFt 20 to 
SFr25. The sharp profits gain was parity the result of savings wis- 
ing from the 1996 merger of Swiss rivals Ciba and Sandoz, to 
form Novartis. 

The company has already cut 9.100 jobs, compared with its 
target of reducing fire workforce by 12,000 by 1999. So far, that 
has translated Into a SFr900m operating profit boost, compared 
with SFrlbn from currency movements. 

Of Novartis' three divisions, healthcare saw the fastest growth 
-with sales up 10 per cent, excluding currency movements. The 
company’s best-seGing products includes anti-fungal Lamisfl, with 
sales up 53 percent to SFr912m making it the company's third 
biggest selling drug. Novartis sh ares fen SFr48 to SFr2,655. 

Daniel Green, London 


HOTELS ‘ • 

Marriott bows to investors 

Marriott International, the US hotel company, has bowed to 
shareholder pressure by agreeing to modify its plan for spotting 
Itself Into two separate companies. It also agreed to postpone its 
annual meeting from yesterday to Friday to give shareholders 
time to consider Its revised plan. 

Marriott wants to spirt itself into separate hotel and catering 
businesses as part of a plan to merge its catering operations with 
Sodexho Alliance, a French group, it has also proposed creating 
a new dess of stock in the hotel company that wifi make rt diffi- 
cult for an outsider to gain control. 

Shareholders had welcomed Marriott's plan to split itself into 
rfwo,-bu|p£jai£acl toJteatrengt^jqwl aptBateover defences 
proposed for trie hotel company! Mamotf has now come up with 
a revised plan that leaves aU the measures In a single package, 
but gives shmehokjers a later opportunity to vote on the anti- 
takeover defences at its annual meeting In May. It sad ties wotid 
avoid the delay that would result from having to draw up new 
proxy m a terial s for this week's vote. 

Richard -Tomkins, New York 


SHARE OPTIONS 


IBM chief in line for windfall 

Louis Gerstner, chairman and chief executive officer of Interna- 
tional Business Machines, stands to reap a windfall of hundreds 
of mfflions of do Hare - assuming IBM’s shares produce only a 
fraction of the gains they did in his first five-year term running the 
company.- 

According to proxy materials filed on Monday, Mr Gerstner, 
who completes a five-year term as IBM chi erf this month, was 
granted an options package and a 10-yeer consultancy contract 
In return tor a pledge to stay In his posts until retiring in March 
2002 at the age of 60. The options, which cover 2m shares 
spread out in equal installments over the next five yeas, were 
awarded as part of the five-year extension Mr Gerstner received 
late in 1997. AH the options are exercisable at $103.56 a share, a 
price higher than IBM’s currant share value. Reuters, New York 


VENEZUELAN ALUMINIUM 


Pressure grows over sell-off 

Pressure is growing on the Venezuelan government to altar the 
terms for the privatisation of the country's aluminium complex - 
tiie countiy'-s biggest seB-off to date - following the withdrawal of 
Aluminum Company of America (Alcoa) and Canada’s Alcan. 

Members cf the two remaining consortia said they were sal Hi 
the bidding but were far from enthusiastic. BilBton. tire UK mining 
and motets group that is in a consortium including Pechtney of 
France and Century Aluminium of the US. said it had not with- 
efrawn. it pointed out, however, that it had drawn attention two 
weeks ago to its concer ns , about some of the contStions attached 
to the sale. These “wit! make It difficult to realise the fufl potential 
erf the complex for a number of years". 

Norak Hydro of Norway, which Is in a consortium with Reyn- 
olds Metals of the US, said it was stfll registered to bid but 
declined to comment farther. Hydro said the process was "sensi- 
tive" aid the company had decided to keep Its comments to a 

mburmm . c , , 

The minimum price for the aluminium operations was fixed last 
Friday at US$2.1 bn. compared with the $1.8bn believed to have 
been recommended by Merrill Lynch, the US Investment bank 
maiming the sale. Alcoa and Alcan cited the minimum bid price, 
the poor performance of the akimtoken industry in the pastyear 
aid increased coats as reasons for their withdrawal. Kenneth 
Gooding, MMig Correspondent 


Andersen feud heads for arbitration 


By .fan Kelly, 

Accountancy Correspondent 

The feud between Arthur 
Andersen anil its sister firm 
Andersen Consulting, 
appeared to be heading for 
international arbitration yes- 
terday following a long- 
awaited judgment from the 
New York federal court. 

Judge John Eoeltl 
appeared to clear the way for 
the tWO or ganisations - in 
dispute over governance and 
competition - to move 
towards arbitration at the 
International Chamber of 


Commerce in Paris. 

Industry observers believe 
that the drawn-out arbitra- 
tion process may. be cut 
short by a settlement which 
would see the two busi- 
nesses separate - they cur- 
rently operate under the 
Andersen Worldwide 
umbrella. 

Andersen Consulting went 
to court after a board meet- 
ing at Andersen Worldwide. 
They said the board, con- 
trolled by Arthur Andersen, 
passed a resolution which 
was a “lawless exercise” 
designed to “hijack" the 


organisation and prejudge 
the court of arbitration. 

The court heard, however, 
that the resolution was 
merely a recommendation 
and upon which Andersen 
Worldwide would not act. 

Judge Koeltl refused 
Andersen Consulting’s 
request far an injunction, 
explaining that the resolu- 
tion had not resulted in 
irreparable harm to the 
organisation. 

Arthur Andersen Is likely 
to portray the judgment as 
an initial victory in what is 
likely to be a drawn-out 


dispute. It has always main- 
tained that Andersen Con- 
sulting could, in theory, be 
expelled from the organisa- 
tion. 

Andersen Consulting will 
point out that although the 
judge has refused Its 
request, he may return to 
the issue if the organisation 
faces an irreparable harm - 
for example, if the board 
tried to implement the reso- 
lution. It will point out that 
it farced Arthur Andersen to 
put on the record that it did 
not intend to implement the 
resolution. 


Andersen Consulting will 
tell partners that the judge 
has decided that the right 
and proper place for the dis- 
pute to be. resolved is 
“behind closed doors”. 

The resolution passed by 
Andersen Worldwide is a 
threat because if it were 
implemented, it would 
quickly deprive Andersen 
Consulting of parts of the 
shared global infrastructure 
of Andersen Worldwide. It Is 
seeking a measured separa- 
tion of the two halves of the 
organisation through arbi- 
tration. 


Strong performance in 
equities boosts CSFB 


CredftSutesffGrniv 
.OsdkS^ateMartdBanMnoMex' 
Mml comm turner 


Lukas Mali 
'* chief executive 


By George Graham, 
Banking fifitor 


Credit Suisse First Boston, 
the investment hnniring arm 
of the Credit Suisse (hoop, 
increased pro-tax profits by 
29 per cent to Sl-8bn last 
year, strengthening the 
group’s claims to be ranked 
among the top “bulge 
bracket” investment banks. 

CSFB’s figures include for 
the first time the results erf 
Credit Suisse Financial Prod- 
ucts. the group’s highly 
rated d eri vat i v es unit, which 
increased operating profits 
by 23 per cent to SLITbn. 

The hank said 199S had 
started . well, with perfor- 
mance above last year's lev- 
els; but cautioned that not 
every year would have mar- 
ket conditions as favourable 
as 1997. 

The strongest gains last 
year came in equities, which 
advanced by 45 per cent to 


$1.21 bn. and fixed income, 
which rose 43 per cent to 
$3.3Sbn. 

Stephen Hester, chief 
financial officer, said CSFB 
had shown the fastest 
growth rates of any big 
investment hank in 1997, 
and its revenues of $7.1bn 
placed it just behind Gold- 
man Sachs and J. P. Morgan. 

He acknowledged that 
Merrill Lynch, Morgan 
Stanley and Goldman Sadis, 
and possibly Salomon Smith 
Barney, ranked ahead of 
CSFB in the high-profile 
sectors of equities and 
corporate finance, but 
estimated that CSFB rated 
n umb er one or two in the 
world in fixed income and 
derivatives. 

Last year's results exclude 
the BZW European equities 
division bought from 
Barclays of the UK, a nd thi s 
is expected to boost CSFB’s 
equities position in 1998. 


“One of the reasons for the 
BZW acquisition was to give 
us economies of scale, and 
we now have that,” Mr Hes- 
ter said. 

The acquisition had 
boosted CSFB’s ranking in 
surveys of equity analysts 
and helped to win deals - 
such as the provision of 
6600m of leveraged finance 
to Cadbury Schweppes - 
which neither CSFB nor 
BZW would have won on 
their own. 

“We haven't lost a single 
FTSE 100 client," Mr Hester 

added. 

However, the LOOOstrong 
former BZW unit is not 
expected to reach the levels 
of revenue per bead that 
CSFB would like until the 
year 2000. 

With equities, fixed 
income and derivatives all 
producing returns on equity 
above 30 per emit, the weak 
point in CSFB’s results oune 
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from corporate lending, 
where revenues dropped as 
the group reallocated capital 
to other businesses. 

A $5bn securitisation 


ital previously tied up to 
snpport the corporate loan 
book. 

CSFB also set aside a 
$150m provision against 


helped to free $1.25bn of cap- Asian credit asks. 


Wines 
help lift 

LVMH 
23% : 

By DavM Owen Is Parts _ 

LVMH, the French Injury 
goods group, yesterday 
funded a turbulent year with 
a 28 per cent advance in 
ff wiYiial profits. r ■ 

The group, which last jy ear 
fought a five-month battle to 
stop the merger of Guinness 
and Grand Metropolitan of 
the UK to form the world’s 
largest drinks group and was 
hit by fall-out from the 
Asian crisis, reported^ 1997 
net attributable income of 
FFKL5Stm ($742m), up«from 
FFr3.68bn. 

The result, which- ^ave 
attributa ble net incomg per 
share from current 
operations erf FFr55.97, -com- 
pared with FFr51.46, W&s in 
line with analysts’ expecta- 
tions. f> 

Last year’s net figure 
included a FFrlBlm excep- 
tional gain, against a 
FFr615m exceptional loss in 
1996. The gain reflected- pay- 
ment of a FFli5bn pre-tax 
exceptional dividend fallow- 
ing formation of the (Juin- 
ness/GrandMet drinks group, 
now known as Diageo. This 
was partly offset by FFrU3ton 
of provisions to boost, pro- 
ductivity and achieve 
savings in three main areas. 

The group's heavy expo- 
sure to Asia - the region 
accounts for about 40, per 
cent of annual sales r is 
partly the result of- Its 
FFrl3bn acquisition of ,.61 .25 
per cent of DFS, a duty-free 
shopping chain, in late 1996. 
Most of DFS's activities are 
in the Asia-Pacific region. 

The chain's income 
reached FFr578m on sales of 
FFrl3.42bn in 1997. DFShad 
1996 operating income of 
FFrl.73bn on sales of 
FFrlAOlbn. • 

Income from operations 
totalled FF*&32bn on turn- 
over of FFr48bn, against 
FFr7.02bn on turnover of 
FFr31.1bn in 1996. * 

The biggest advance* was 
achieved by champ a gnps and 
wines, where operating 
in ramp climbed 32 per, cent 
to FFrl.64bn. | 

The group warned that the 
the Asian situation would 
continue to weigh op its 
operating environment, .“par- 
ticularly in the first half of 
the year". 

A net dividend of FFr2220 
a share is proposed* an 
increase of 9.3 per cent. 


Bayer cancels 
$1.5bn Taiwan 
chemicals plant 


By Graham Bowley 
ta Leverkusen 

Bayer, the German 
chemicals and pharmaceuti- 
cals group, has cancelled 
plans to build a controver- 
sial SLobn plant in Taiwan 
because of frustration over 
delays by local politicians in 
approving the project 

Manfred Schneider, chief 
executive, also said yester- 
day Bayer would not neces- 
sarily stay aloof from the 
wave of consolidation in the 
pharmaceuticals industry. 

“We, too, are open to large 
acquisitions or mergers, 
which are the only way to 
increase significantly mar- 
ket share in the short term," 
he said. 

The issue is sensitive 
because unlike rivals, Bayer 
has maintained it wants to 
re main a diversified group 
with chemicals and life sci- 
ences businesses. In recent 
months it has begun to be 
regarded as a possible 
merger target 

Mr Schneider gave one of 
the strongest signals yet that 
Bayer could sell Agfa, its 
film and printing business 
which has DM&lbn <$4.45bn) 
annual sales. He said Agfa 
was not part of Bayer's core. 


Although, there was inter- 
est in Agfa, Mr Schneider 
said he was considering sev- 
eral options, including tak- 
ing Agfa public. 

Bayer said the Taiwan 
plant, which would have 
been the country’s single 
biggest foreign investment, 
would now be built in Texas. 
The TDI (toluene (h-isocyan- 
ate) plant was to have been 
Bayer’s chief hub for its 
Asian chemicals activities. 

Mr Schneider said Bayer 
would raise profits and sales 
this year and vowed further 
restructuring in its lagging 
chpmirflis division, where he 
wants to lift return on sales 
to 10 per cent 

Sales and earnings would 
grow 4 per cent this year and 
business in the first two 
months of 1998 was better 
than expected, he said. 

• BASF, the German chemi- 
cals group, turned in 1997 
profits sharply above expec- 
tations. with net income 16 
per cent higher at DM3^4bn_ 
The dividend is being 
increased from DM1.70 to 
DM2 a share. 

Turnover rose 14 per cent 
to DM55. 78bn. Pre-tax profits 
were 21 per cent higher at 
DM5.33bn, outpacing ana- 
lysts' forecasts. 


W ashing ton Mutual buys Ahmanson 


By Richard Waters m New York 

The round of mergers among 
savings and loans institu- 
tions on the US west coast 
yes terday produced its big- 
gest deal to date with the 
$9.9bn acquisition of 
H. F. Ahmanson by Washing- 
ton Mutual, creating one of 
the largest financial institu- 
tions in the country. 

The union marks the cul- 
mination of an increasingly 
tetter battle between the two 
thrift .institutions- Ea** 

been aggressively swallow- 
ing smaller, local institu- 


tions - a process which has 
turned them into regional 
financial groups capable of 
competing with BankAmer- 
ica and Wells Fargo, the two 
big west coast banks. 

Washington Mutual came 
out ahrari in this tussle last 
summer when it outflanked 
Ahmans on with the $6.6bn 
acq uisi tion of Great West- 
ern. the third biggest in the 
industry. 

The mergers, and a wave 
of bankruptcies among S&Ls 
that followed a disastrous 
attempt to deregulate the 
industry in the 1980s. has 


left only a handful of big 
institutions. 

Yesterday’s deal will give 
Seattle an undisputed finan- 
cial giant to rival the two big 
San Francisco banking 
groups. With S150bn in 
assets, it will be larger than 
Wells Fargo and rank sev- 
enth among bank holding 
companies. 

The deal will also force 
another wave of painful 
branch closings on the Calif- 
ornia financial industry. 

The Seattle-based thrift 
s giri it would cut 3,000-3,500 
jobs as a result of the 


Ahmanson acquisition, and, 
close 160-170 branches. That 
would help produce annual 
cost savings of $330m, or 40 
per cent of Ahmanson's total 

non-interest costs, Washing- 
ton Mutual said. 

Washington Mutual will 
issue 1.12 shares for each 
Ahmanson share outstand- 
ing, valuing the company at 
about 3.2 times book value - 
roughly in line with the 
higher prices being paid in 
bank acquisitions. Last year, 
Ahmans on recorded $413m 
in after tax earnings and bad 
assets of $52bn. 


AgipPetroli S.p.A. and Snam S.p.A. 

Invitation to offer to purchase the total stock of the hotel management company- 
AGIP FORTE International - AFI Hotels Limited and the hotels managed by it. 

A^pRstroli S-p-A. and Snam S.pA, companies controlled by EN1 S.pA, the former with registered office in Rome. Via Lanrentina 449. shartti 
capital ITL 1395 bfflkm folly paid-up, registered with the Companies Registry of Rome "(Court of Rome) at n. 5405/77, and the latter noth'' 
registered office in S*n Donato Milanese (Milan), Piazza Vanoni 1. share capital ITL 2.170 bxDioo folly paid-tip, registered with the Companies 
Registry of MHano (Court of Milan) ar n. 278550, intend to receive and evaluate offers frirthe acquisition of all of the following assets -*, 

A. the total stock of (be hotel manage mem company AFI Hotels LuL, with registered" office in London and bead office in Rome, share* 

capital ITL 2 baton folly paid-up and owned 80% by A gipPe troli S.p-A. and 20% by Snam S.pA.; • 

B. 17 hotels (Uuee/foar stars) managed by AFI Hotels Ltd. in Italy and located bu Bologna, Cagliari, C at a ni a, Firenze (built on land under 
concession by A mo snad e S-pA.), Livorno, MBano - Assago, Mfiano - S. Donato*., Modena, Palermo, Roma, Siracusa, Torino (barfi' 
on land under concession by Autostrada Tbrino-Ivrea- Valle d" Aosta ATJ.VA S>pA), Trieste, Venezia, Verona, Vicenza; and in, 
Hungary, located in Budapest (AFI Hotels Ltd. has entered into a management agree m ent with ref e r e n c e to this hotel). 

Ag ip Petroli S.pA. has a caQ option on some of (he above mentioned hotels: terms end condition of the advance exercise of said option aae: 
now being defined. r-; 

The sale of the hotels does not imply any disposal of rights whatsoever on (he uademaiteFbne, Crest, Agip or other trademarks referred and/or* 
c onn ected to their respective owners. _ 

For the purposes of this transaction AgipPetroli S.pA. and Snam S.pA have engaged Banea dlntennediazione Mobiliare JMI S.p A . with 
registered office in Milan, as their Advisoc to whom interested parties should direct inylengn tries. n 

The reference persoas at Banea dlniennediaziooe Mobiliare IM3 S.pA. can be cociaaedsi the fallowing address: 

Agi p Petroli S.pA and Snam SpA ■> 

do Banea dlntermediazionc Mobiliare IMI SjpA. * 

C-So Mafleotn, 4/6 " 

1 - 20121 - MILANO \ 

Amu Dr. Paolo Mari (teL: 0039 2 7751-2545; fox; 0039 2 76009344) <. 

Ing. Alessandro Mulas (tel- 0039 2 7751-256S; fox: 0039 2 76009344) « 
The present invitation is made to both Italian and foreign Enured c o m p a n ies. Bids by g ro ups of more than one company will be considered? 
provided that they are acting in concert for the purposes of the aoqnistioo of all the assets of the transaction described in A ami B. above. * 

* 

Interested parties should register their interest in writing with Banea dTnt mnedia aone Mobiliare IMI S.pA not Wr than 1998, b f 

teuer or fax. and apply for a copy of the Infonn&ioD Memorandum specifically prepared for the purpose of the «»V- ' - 

• 

The Inforamtico Memorandum win be sent after a confidentiality agreement has bedZTvafidly signed by a duly ^ 

representative of the interested company and returned to Banea dlntenne di azio n c Mobffiare IMI S.pA not later than April 3. 1998. Tim 
interested parties, together with the confidentiality agreement, should send a description of there activities and of foe industrial and economic 
rationale for Lbe investment, and 8 copy of their own financial statements for the last three years. AgipPetroE S.pA and Soam S.pA reservo 
foe right, at their sole discretion, to refrain from providing the Information Memorandum to any imnested party. * 

Brokers or agents of any kind mast disclose the name of foe companyfles) they are representing. * 

The present advertisement is an invitation to offer hot represents neither a pobSc tender offer ex art 1336 of the HaOan Civil code non 
a solicitation to the pobOc ex art. 1/1* of the Italian law June 7, 1974 o. 216 and tts subsequent amendments and adifilbual provisions^ 
Neither this Invitation, nor the receipt of any offers by AgipPetniG&pA and Snam $.p A wffl result, with respect to AsipPetroB SjwC 
and Snam in any obligation or commitment fo seD to any bidder and, with respect to any biddm; many right to dexnanduiw 
performance whatsoever by AgipPetroE S|»A and Snam S*»A pnrfad h ig . wifooet foe paymstt of any brokerage « 

advisory Tees or any reimbursement of menrred expenses). AgipPetroE &pA and Snam &pA. also reserve the right to terahratraf 
any time, and without any reason or explanation whatsoever, any (fiscossioas or negotiations. ” 

The maintenance and handling of any personal dam wiE be carried out in accordance with foe Italian stannary provisions in force fLatii- 

December 31. 1996 n. 675). In particular, the maintenance and hamfimgafaicbdafokmexchisivriy aimed at foe bidder psticipaiiOD ' the 
selection of Ac purchase offers connected with the present invitation and related silesprocedare: furthermore, the 
communicated or disclosed to any third party. AgipPetroli S.pA and Snam S.pA are solely wcpnps jfrh. fortbe ^ 

the personal data so received, and the interested persoas id whom such data refer may exercise towards AeipPcaoli SjsA smi ? 

any and all rights provided for under art. 13 of the aforementioned Law n. 675/19%. a-P-A-^ 

This invitation and the sale procedure are construed in accordance with and governed by the _ 

thereto, the Court of Rome (Italy) shall have sole jnrist&rtkni. « arty mspete related 

Whilst every reasonable effort has been made to ensure that Has advatiSemejU accurately reflects the tort nf the ««- — - 

“fl Sole 24 Ore" and other kalian newspapers on March 18, 1998, the iraiin (ext shall prevail in case of an riir- r .. “ 

published anywhere in a language other dun the Italian one. mserepmey over any tea 

This advertisement, for which AgipPetroli S.pA and Snam S. P A are Habk, has been appoved for issue In *e Ilniwvi 
IMI SIGECO (UK) Ltd,, a soteufisry of Banea dluefmediiiziooe Mobiliare IMI S.pA and rcgubned by tbe'SecmirW ^ 

limited ISFA). Banea dlntermediazione Mobiliare Ml S.pA is acting on behalf of AgipParoB S.pA and Snam S nA 
publication of this advertisement and is not acting for uy other penons and win not be responsible to such 

protections afforded to customer of Banea dluemBdiaaoM Mobiliare MI S.pA itself or for advising foem as £^£2/“ 

herein. The investments which are the subject of tins advertisement are notxvntlablc to private customers, a defined in theSFA^nfclc™ 
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FINANCIAL TIMES 
Fimx 

FT World Tax Report 

A Monthly Newsletter 

For 25 years, FT World Tax Report has been providing a single source of 

accurate reporting on and expert analysis of international tax. 

By subscribing to FT World Tax Report, you will ensure that you can: 


plan your tax strategies effectively 
monitor changes is tax worldwide 
focos quickly ou regional and int&nathmal developments 


receive detailed reporting on tax issues in EU countries 


track tax treaties. 


Subscribe now to ensure that you have the best information available 
on international tax developments, every month. 

Edited by Jonathan Schwarz, Tax Partner at Paisner & Co. 

Twelve issues a year £445 (UK) £47Q/USS733 (ROW) 

CaIH -44 ( 6)171 896 2314 for a free sanyte copy or fa +44 ( 9)171896 2274 

FT Finance, Catena Services, 2nd Floor M^H«Be,l49MatoCoartIload, London, W1P9LL, UK. 
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GOLD FIELDS COAL LIMITED 

riocorpaaied in the Republic of South Africa) 

(Registration No. 01/01124/06) 

("GFGmD 

Further cautionary announcement 

Further to the cautionary announcement dated 26 February .1998, 
shareholders are advised that negotiations are continuing regarding the 
possible merger of the coal interests of GFCod and Kangra Group 
(Proprietary) Limited. 

Shareholders are accordingly advised to continue to exercise caution 
when dealing in the shares of GFCoal until a full announcement is made. 

Johannesburg 
16 March 1996 
Advisers to GFCoal 
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tiSBSSSESSEBt SSXES BUSXSSB 

Standard Corporate 
and Merchant Bank 

CA division ofThe Standard Bank 
of Sooth Africa Limned) 

(Registration number 62XXJ738/Q61 
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Notice gf Mandatory Exehmgt Price 

D AIWA INTERNATIONAL FINANCE 
(CAYMAN) LIMITED 

{the “Company”) 

- ¥50,000,000,000 

Step-down Exchangeable Subordinated 
Guaranteed Bonds 
^ (the “Bonds") 

Exchangeable for shares of common stock of 
nd gm jnwd oa a wbo nfioMed Umly 

The Daftra Bank, limited 

MANDATORY EXCHANGE PRICE 
1 1 Notice is hereby given that parsoam to Condition 4(D) fiv) of the 
' terms and conditions of the Bonds and Clause 6(JO of the Trust 
-i J>eed dated 30th March, 1994, the Mandatory Exchange Price will 
• be fixed as set out bdow:- 

Optional Exchange Price before 
■ Mandatory Exchange Date: Yen 549.00 

,2. Mandatory Exchange Price: . , Yen 549.00 

. 3- Mandatory Exchange Date: 3 1st March. 1998 

“ ' (Japan Time) 

DAIWA INTERNATIONAL FINANCE 
18th March, >998 (CAYMAN) LIMITED ;i 



BANK OF GREECE 
US$500,000,000 
Floating rate notes 1998 

Notice is hereby gioen that 
the notes will bear interest 
at 6.43359% per annum tor 
the period 18 March 1998 
to 18 Jane 1998. Interest 
payable on 18 June 1998 
per USS1,000 note will amount 
to US$1644. 

Agent Morgan Guaranty 
Trust Company 

JPMorgan 


CONTRACTS & TENDERS 


; INVITATION FOR BEDS 

ALBANIAN TELECOM invites the interested subjects to take part in the “International Open Bids” 
tp fbOows; 

4gjtafionJEm.BiaNQj. 

ihvrtadon for Bid No 1 for delivety of “CHIPCARDS to be used in die Payphone System of die 
Albanian Tblecom. The Bid must be submitted not later than Monday 20.04.1998, at 10.00 a.m., 
when the Bid will be open in Albanian Telecom Headquarters in the presence of Bidder’s 
representatives wbo wish to attend 

Invitation for Bid No 2 

“INDOOR and OUTDOOR CALL-BOXES (One hundred and Thnty Thousand) VS Dollars " 

•. “OUTDOOR CHIPCARD PAYPHONES” (Three Hundred Thousand) US Dollars” 

Invitation for Bid No 2 .for delivery of these articles to be used in the Payphone System of the 
Albania Telecom. The Bid must be submitted not later than Monday 21.04.1998, at 10.00 am, when 
the Bid will be open in Albanian TOecom Headqua rt ers in tbe presence of Bidder’s representatives 
tf-bo wish to attend. 

A complete set of the Bid Documents in English Irnignage may be purchased by interested subjects 
every day from Monday « Friday, at time 08.00 uo. - 15.00 pan., an the submission of a written 
application to tbe above, and upon prepayment of a nan refundable fee of 30 USD for each Tfcnder 
document. Tbe document win be sent by Fast Courier also, upon prepayment of a nan-refundable fee 
of 80 USD for each Tender document. The payment is to be made directly to the “ALBANIAN 
TELECOM" Headquarters, or through its foUcwing financial address: 

ALBANIAN TELECOM. Account Number 363/107/01 
■ NATIONAL COMMERCIAL BANK OF ALBANIA 

; TIRANA BRANCH No. i. Tirana, ALBANIA 

The Bid must be submitted to the secretary of the ALBANIAN TELECOM on die following address: 

• ALBANIAN TELECOM. Rruga “Myslym Sbyrf*, No. 42, Hiana- ALBANIA 

The Bid Security must be forfeited if the Bidder withdraws its Bid after the Bid has been opened or 
the Bidder refuses to sign tfie Contract 

For any further information you can contact the following address: 

ALBANIAN TELECOM 
Procurement Department 

Aruga “Myslym Shyri", No. 42, Tirana- ALBANIA 
Attn. Mr. Boris CFARKU 
it 1: ++355 42 41101/43863/ 30160 
Kax; ++355 42 32200 
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TELECOMS GERMAN OPERATOR TO SET UP ’TOURIST PRICE' SERVICE TO “ 


Telekom plans internet telephony 


By Ralph Atfdns in Hanover 

Deutsche Telekom, the 
dominant German telecoms 
group, is to launch this 
autumn a "tourist price" 
telephone service that will 
use the internet to cut sub* 
stantially the cost of long 
distance calls. 

Yesterday’s announcement 
of the internet service - 
which Deutsche Telekom 
said would be tbe first 
launched by a large interna- 
tional telecoms group - fol- 
lows trials in Germany, tbe 
UK, the US and Japan. 

It came as Ron Sommer, 
Deutsche Telekom chief 
executive, reported a "satis- 
factory” performance by for 
the first two months of 1998 
- the first following full lib- 
eralisation of the German 
telecoms market. Details 
would follow when the group 
started quarterly reporting 
in April. 

Speaking in Hanover 
ahead of this week’s Cebit 
information technology fair, 
Mr Sommer said Deutsche 
Telekom would address the 
threat posed by new domes- 
tic competitors through new 
products - as well as further 
price cuts. 

He said: “Developments in 
the first months of the cur- 
rent year are positive indica- 
tors for the concern's devel- 
opment” 



Ron Sommer internet telephone users will receive *8 more favourable 


price for lower performance* Retire: Trevor Humphries 


However they may not 
prove representative because 
of tariff changes introduced 
from March l and expected 
"dynamic market effects”. 

As well as internet 
telephony. Deutsche 
Telekom used the Cebit 
forum to unveil plans for an 
October launch of “personal 
communication services”, 
combining mobile and 
fixed-line telephone services, 
for small business and 
private clients. 


Customers would have 
only one telephone number 
and” one bill - and eventu- 
ally use only one handset at 
home or away. 

It is also pilot testing 
ADSL technology, which 
allows high-speed internet 
use or transmission of video 
pictures. 

Mr Sommer said internet 
telephony, taking advantage 
of the low cost of the 
medium, would not endan- 
ger Deutsche Telekom's 


conventional telephone busi- 
ness. 

Internet telephone users 
would receive “a more 
favourable price for lower 
performance". Deutsche 
Telekom has developed 
internet services in conjunc- 
tion with VocalTec, the 
Israeli internet specialist in 
which it has a 21 per cent 
stake. 

The German company's 
internet service is expected 
to be targeted at groups such 


as students who might be 
willing to sacrifice service 
quality. Initially, about 20 
countries would be available 
via the internet. 

Customers would use con- 
ventional telephone ha ndset, 
and not need a computer. 
Deutsche Telekom has yet to 
unveil its pricing strategy 
but it is expected to build-in 
the investment costs in the 
service. It said the service 
would nevertheless offer 
considerable savings. 


Portugal Telecom lifts earnings 28% 


By Peter Wise in Lisboa 


Portugal Telecom lifted net 
consolidated profit 28 per 
cent in 1997 to EsTO.lbn 
(8376m), in line with market 
expectations. Earnings per 
share jumped from Es289 to 
Es369. 

The group said yesterday 
the number of telephone 
lines installed in Portugal 
grew by 181,000 last year to 
just over 4m. up 4.7 per cent 
on 1996 - one of the fastest 
growth rates in Europe. 

Portugal Telecom, which 
is 25.2 per cent state-owned, 
has a monopoly on fixed-line 


operations until 2000. A 
group led by Electricidade de 
Portugal, the national power 
utility, is due to be in place 
by then to operate a compet- 
ing network. 

The number of lines per 
100 inhabitants rose from 

38.5 in 1996 to 40.2 last year; 
digital lines from 79.4 per 
cent to 88.3 per cent of total 
according to Portugal Tele- 
com. 

Total revenue from tele- 
communication services 
grew 13.2 per cent to 
Es549.4bn, of which fixed- 
line revenue accounted for 

65.5 per cent Cash t low was 


up 23.9 per cent to Es214bn. 

Telecomuni canoes Mdveis 
Nacionais (TMN), the 
group's mobile phone opera- 
tor. increased its customers 
by 129 per cent last year to 
762,000. 

Portugal Telecom said this 
represented 50.5 per cent of 
Portugal's mobile phone 
market, where the only com- 
petitor is Telecel. which is 
controlled by AirTouch, a US 
telecoms group. A third 
operator, led by Sonae, Por- 
tugal's biggest retail distri- 
bution group, is due to 
launch its service in August 

TMN gained 53 per cent of 


ail new mobile phone cus- 
tomers in the last quarter of 
1997 as a result of more 
aggressive marketing for 
business users and new 
products, the group said. 
However, Telecel showed 
both stronger pr o fit growth 
and bigger net earnings than 
TMN last year. 

Portugal Telecom said 
earnings from overseas 
investments in Macao. Brazil 
and Africa accounted for 3.1 
per cent of consolidated rev- 
enue, np 82 per cent on 1996. 

Tbe group is joining an 
alliance between Telefonica 
of Spain and MCI and World- 


Com of the US. aimed 
mainly at expanding 
operations in Brazil. It said 
this would not affect its part-' 
nership with British Tele- 
communications. which is 
focused on improving ser- 
vices in Portugal. 

The agreement with the 
Spanish operator includes an 
option for Portugal Telecom 
to acquire 5 per cent of Tele- 
fonica International (Tisa). 

Portugal Telecom and 
Telefonica are also to set up 
a Lisbon-based joint venture 
to invest in non-Spanish or 
non-Portuguese speaking 
markets. 


Rosneft 
valued 
at up to 
$2.4bn 

By John ItaraM 
in Moscow 


Rosneft, the last big 
state-owned Russian oil com- 
pany which is to be priva- 
tised later this year, has offi- 
cially been valued at 
between $L3bn and $2.4bn, 
according to Russian govern- 
ment sources. 

However, this valuation - 
conducted by Dresdner 
Kleinwart Benson, the inter- 
national investment bank, 
on behalf of the Russian gov- 
ernment - is thought to be 
no more than a tentative 
estimate and will be largely 
affected by the size of the 
stake the government 
decides to sell. Victor Cher- 
nomyrdin, prime minister, is 
expected to have the final 
say this week on whether to 
sell a 50 per cent or 75 per 
cent stake. 

Several powerful Russian 
oil companies are eyeing 
Rosneft and are developing 
alliances with western 
energy groups to strengthen 
their financial position. 

Gazprom, the gas monop- 
oly which has formed a stra- 
tegic alliance with Royal 
Dutch/Shell, the Anglo- 
Dutch oil group, has indi- 
cated it Intends to bid along- 
side Lukoil, the big Russian 
oil concern. Rival bids are 
expected from Sidanco and 
British Petrol eum, which 
have formed a strategic part- 
nership, and Yuksi, the 
newly-created Russian oil 
giant 

Shares in Demasz, the 
Hungarian electricity distri- 
bution company, will be 
priced between FtL5£00 and 
Ftl7,500. Electricltft de 
France International and 
OTP Securities announced in 
Budapest yesterday, valuing 
the stake to be sold at 
between $91m-$i03xn, writes 
Raster Eddy In Budapest 

A 33.3 per cent stake (L2m 
shares) in Demasz, made up 
of equal tranches from EdFI 
and OTP, are being offered 
to institutional investors in 
private placement The 
final pricing is on March 31. 
Schroders is the global 
co-ordinator and lead man- 
ager, with OTP Securities 
lead manager in Hungary. 

Demasz will be listed in 
Budapest, with trading to 
begin on April 1. Global 
Depositary Receipts will be 
listed in Luxembourg. 


TYRES MARKET LEADER DISAPPOINTS PARIS BOURSE AS REVAMPPAYS QFE AT GERMAN RIVAL 

Michelin posts 34% advance 


By David Owen in Paris 


Shares of Michelin, the 
French tyre group, fell 
sharply yesterday in spite of 
a 34 per cent increase in 
annual profits. 

By the close of trading in 
Paris the shares were down 
FFr39.6, or 9.6 per cent at 
FFr369.3, against a modest 
advance for the benchmark 
CAC-40 index. 

Analysts attributed tbe 
fall to the group’s operating 
performance, where the 
advance was much less pro- 
nounced, resulting in a 
decline from 9J) per cent to 
9 per cent in its operating 
margin. 

“They came in a bit light 
at the operating line," said 
Nick Snee. a London-based 
analyst with J. P. Morgan. 
He suggested people were 


disappointed that fairly 
strong second-half market 
conditions bad not trans- 
lated into better margins. 

Michelin’s 1997 operating 
profit edged up about 3 per 
cent to FFr7.l7bn (Sl.lTbn) 
on turnover of FFr79.7bn, 
against profits of FFr6. 96bn 
on turnover of FFm_2bn a 
year earlier. 

The company indicated it 
had Incurred increased com- 
mercial, advertising and 
information systems costs, 
stemming in part from 
efforts to lift market share in 
areas with high growth 
potential. Average sales 
prices were 1 per cent lower 
for the year, hut this coin- 
cided with a fall In raw 
materials prices. 

The comparatively strong 
advance from FFriL89bn to 
FFr3.88bn in annual net 


attributable profit was due 
largely to oneoff items. Last 
year’s figure included excep- 
tional income of FFrl34m 
arising mostly from capital 
gains. By contrast, the 1996 
result included FFr845m in 
exceptional losses. 

Yesterday’s announcement 
came about a month after 
Goodyear Tire and Rubber of 
the US. one of Michelln's 
main rivals, unveiled an 
ambitious five-year plan to 
almost double its size and 
establish clear leadership of 
the global tyre industry. 

Questioned an the initia- 
tive yesterdaj r , Eric Bourdais 
de Charbonni&re, chief finan- 
cial officer, said it changed 
nothing for Michelin, the 
current number one. 

Michelln's Asian sales out- 
side Japan dropped 4 per 
cent in a trend directly 


linked to the turbulent eco- 
nomic situation in the 
region. Japanese sales, by 
contrast, climbed 17 per 
cent. This left overall Asian 
sales accounting for 6.8 per 
cent of the group total. 

The company said the 
start of this year had contin- 
ued trends apparent in 1997, 
with robust activity in North 
America, particularly for 
commercial vehicles, and a 
confirmation of the second- 
half Improvement in Europe. 
The slowdown in Asia was 
continuing, however. Prices 
are said to have stabilised. 

A net dividend of FFr3.80 
for each B sh are is proposed, 
up from FFr3.30 the previous 
year. With 137m shares out- 
standing, against 120m in 
1996, net attributable profit 
per share was about 
FFr28.34. 


By Andrew Fisher in Frankfurt 

Continental, the German 
tyre company, yesterday 
reported a steep rise in prof- 
its for 1997 as a result of 
higher turnover, changes in 
its product mix and contin- 
ued restructuring. 

Net profits were 67 per 
cent higher at DM322m 
($177m), and debt dropped 66 
per cent to DM555m. Group 
sales increased 7 per cent to 
DMii2bn and profit before 
tax and extraordinaries rose 
40 per cent to DM459m. 

The Hanover-based com- 


pany has gone through an 
intensive restructuring pro- 
gramme in the past few 
years, with jobs reduced and 
much production shifted to 
low-cost sites abroad. Last 
year, however, tbe workforce 
was marginally higher at 
44,800 people. Investments 
were virtually unchanged at 
DM553m. 

Continental said turnover 
in car tyres rose 3 per cent 
to DM4.36bn, though the 
increase was 6 per cent 
excluding the effect of struc- 
tural changes in this 
division. 


Winter tyre sales showed 
an 18 per cent rise. Car tyre 
profits were much higher 
than tbe previous year, in 
spite of the stfil unsatisfac- 
tory performance of the com- 
pany’s retail activities. 

Sales of commercial 
vehicles tyres showed a 22 
per cent advance to 
DM1.31bn; without changes 
in tbe division, this would 
have been 7 per cent High 
restructuring costs meant, 
however, that losses could 
not yet be cut significantly. 

In the US. Continental 
General Tire raised turnover 


15 per cent to DM2.36bn. 
mainly as a result of cur- 
rency movements. 

Sales to the US motor 
industry showed a solid 
increase, but there was little 
upturn in replacement busi- 
ness. Profits showed strong 
increase. 

On toe industrial products 
side, ContiTech lifted sales 4 
per cent to DM3.ihn; exclu- 
ding changes within the divi- 
sion, the rise was 7 per cent 

Results remained at the 
high level of the previous 
year, helped by above aver- 
age sales to the motor sector. 


Santander pledges growth 


By Tom Boms in MatMd 


Banco Santander’s earnings 
per share would double over 
the next three years and 
attributable net profits 
would grow to some 
Pta260bn (SLBBbn) in 2000, 
against PtallO.Sbn last year, 
Emilio Botin, chairman, fore- 
cast yesterday. 

The bank's pledge to main- 
tain strong growth came as 
rival Spanish bank Banco 
Bilbao Vizcaya announced It 
would invest $3.5bn in Latin 
America over the next three 
years and increase its net- 
work there from 1,300 offices 
to 3.000 by 2,000. 

In the past three years 


BBV has spent £2.5bn buying 
banks in Latin America and 
is seeking acquisitions in 
Brazil and Chile. 

A third domestic institu- 
tion. Banco Central Hispano, 
meanwhile said it was nego- 
tiating to buy Banco Santa 
Cruz, the biggest bank in 
Bolivia where it controls 20 
per cent of local deposits. 
BCH plans to raise 
Ptal63.8bn in new capital to 
fuel its expansion in a l-for-8 
rights issue which starts 
today. 

Mr Botin said Santander 
was dose to completing the 
outright acquisition of 
Banco Espafiol de Crddito 
(Banesto), Us domestic sub- 


sidiary in which it had a 48.1 
per cent stake. The public 
offer, valued at Pta630bn. 
began on March 5 and Mr 
Botin said he expected San- 
tander to have built up a 90 
per cent stake in Banesto by 
tbe end of the week. 

The takeover will be 
financed by the issue of 
100m new Santander shares 
and Banesto equity holders 
will be exchanging 16 shares 
in the subsidiary bank for 
five Santander shar es 
new equity issue is due to be 
authorised by an estraordi- 
naiy Santander shareholder 
meeting on Saturday. 

Mr Botin's forecast for 
Santander's earnings is 


based on the banking 
groups reinforced capita 
structure as a result of th 
takeover and the prospect c 
pavings worth son. 

““ A® group’s 72,00 
kj’?®' force ~ nearly half a 
much is employed in Lath 
Amenca where Santande 
largest interna 
S'®?} hankmg franchise - 
would be reduced by up to II 
Per cent in 2000. 

. Sen tender’s target' 
“chide average growth ii 
earnings per share 0 
2., XT 5« nt “d a stead] 

thSSV" equity ** m °« 

than 20 per cent in tin 
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^P-f^°Pfy.gj..PJg^.!SS ES CH IE F execut i ve af ter profits fall and considers sal e of a grib usines s interests 

Booker launches group review 


Booker, the foods group, has 
dismissed Charles Bowen, its 
chief executive, and has 
launched a far-reaching stra- 
tegic review of the company, 
following a sharp fall in pre- 
tax profits last year. 

Jonathan Taylor, chair- 
man. said that since Mr 
Bowen was appointed four 
years ago “there had been a 
failure to deliver on expecta- 
tions. The board came to the 
conclusion that there was a 
need for a change in leader- 
ship." 

Booker has appointed Alan 
Smith, chai rman of Store- 
house, as deputy chair man, 


and will study ways of 
increasing returns to share- 
holders, including disposals 
and buy-backs. ‘ 

Before exceptional, pre- 
tax profits last year fell by 18 
per cent to £76.1m (&L27m) 
and it warned that 1S98 prof- 
its would also fall short of 
expectations. 

The shares shed 8p to 24ip 
as analysts cut their profits 
forecasts from about Ei04m 
to £34m. 

Mr Taylor also said that 
the board had been disap- 
pointed by a £200m decline 
in the market capitalisation 
of the group to £6S0m over 
the past four years. 

Mr Bowen was head of 


Maple Leaf, the C anadian 
subsidiary of Hillsdown 
Holdings, before joining 
Booker. 

Mr Smith will bead a com- 
mittee that will select a new 
chief executive from candi- 
dates identified by a recruit- 
ment consultancy. Until 
then, executive directors will 
report to Mr Taylor. 

The strategic review tiaw 
will consider the possible 
sale of the group's agribusi- 
ness interests, which include 
salmon farming in Scotland 
and turkey and chicken rear- 
ing in the US. The busi- 
nesses produced operating 
profits of £T2An last year. 

Booker is likely to hang on 


to its cash-and-carry and 
food distribution businesses, 
which directors regard as 
core. However, Mr Taylor 
said that the company was 
vulnerable to a takeover bid. 

Difficulties at Booker’s UK 
cash-and-carry business 
were responsible for £12m of 
the £L5m profits shortfall in 
the year to December 27. 

The introduction of high*** 
cigarette duties in the fourth 
quarts- last year led to a fall 
in sales by cash-and-carry 
customers, who are mostly 
shopkeepers. 

Many shopkeepers had 
ordered cigarettes ahead of 
the duty increase but were 
unable to sell thpgp stocks at 


new, higher prices, because 
consumers switched to econ- 
omy cigarettes price-marked 
at old levels. 

The cash-and-carry busi 
ness was also hit by com- 
puter failures and the deci- 
sion to stop sales to retail 
customers at the stores of 
Nurdin & Peacock, the 
cashand-carry company the 
group bought for . £267txi in 
1996. 

Group turnover rose l&s 
per cent to £5.2hn. Gearing 
was “in the thousands”, 
Booker said, as a result of 
low shareholders' funds, 
while interest payments 
were covered 2.8 times by 
earnings. 


MEPCIn 

exchange 

with 

Prestbury 


By Norma Cohen 


ME PC. the UK's third largest 
property company, has taken 
a stake in Prestbury. a new 
AIM-listed property com- 
pany, as part payment for 
the sale of £103m ($172m) of 
properties which do not fit 
its investment strategy. 

Prestbury’s chief executive 
is Nick Leslau and its non- 
executive chairman is Nigel 
Wray, both formerly at the 
top of Borford Chump, a com- 
pany whose portfolio and 
management MEPC dis- 
cussed buying last summer. 

Robert Ware, MEPCs cor- 
porate development director, 
said it was the first time the 
company bad taken an 
equity stake in another prop- 
erty vehicle in exchange for 
a portfolio. 

“You could argue we are 
buying .in management 
expertise, ” Mr Ware said. 
“We are taking paper in a 
very young company with a 
fantastic management track 
record.” 

At Burford. Mr Leslau and 
Mr Wray multiplied the 
value of the company tenfold 
over a decade, but resigned 
last autumn saying their 
equity stake, was no, longer 
large pnnwg H to -earn' them 
suitable rewards. 

MEPC was under fire from 
its shareholders for its poor 
performance through much 
of last year. However, recent 
management chants, finan- 
cial restructuring and its 
decision to sell its non-UK 
and smaller properties has 
helped the company’s perfor- 
mance over Hie past six 
months. 

Under the terms of the 
deal, Prestbury will acquire 
30 properties of which just 
seven represent 70 per cent 
of the portfolio. Most of 
these are industrial ware- 
houses and those acquired 
from PSTT last autumn. 

Mr Leslau said Prestbury 
intended to sell most of the 
smaller properties in the 
portfolio but would look for 
redevelopment opportunities 
for the largest ones. “This is 
exactly where I was at Bur- 
ford 10 years ago," Mr Les- 
lau said. 

Prestbury is raising new 
equity of £48.Sm net, of 
which £llm represents the 
shares to be issued to MEPC. 
The remaining £37.8m will 
be raised through a l-for-2 
placing and open offer at 4p 
which will part fund the 
acquisition along with a new 
loan facility from Socidtd 
Gdn&rale of up to £70m. 

After the placing MEPC 
will have an 8 per cent stake 
in Prestbury which will have 
a market capitalisation, at 
yesterday's suspended share 
price of 5*Ap, of £180m, Mr 
T-esi av said. The 52 per cent 
stake in Prestbury held by 
Mr Leslau and Mr Wray will 
fall to 3A5 per cent MEPC 
shar ps rose 8V»p to 587p. 


Iceland moves 
on genetically 
modified food 


By Peggy Hotfinger 


Iceland, the frozen food 
supermarket group, will 
today become the first UK 
retailer to it has eradi- 
cated genetically modified 
ingredients from its own 
label products. 

The move is part of a bid 
to develop a new environ- 
mental niche in the hotly 
competitive retail sector, 
and is expected to put pres- 
sure ou other leading super- 
market chains to follow SttiL 
It is also almost certain to 
renew controversy over soya 
bean im ports from the US 
which have been altered to 
resist weed-killer. Soya, or 
its derivatives such as lethi- 
cin, is used an ingredient, in 
about two-thirds of all pro- 
cessed food in the UK. 

Malcolm Walker, Iceland’s 
chairman, will announce 
that all deliveries of its own 
label products will be manu- 
factured with DOn-modified 
ingredients from May L 

The group has spent more 
than a year tracking down 
producers of unmodified 
soya beans in fiawarig and 


derivative products in Brazil. 
It has invested more than 
£10.000 ($17,000) in genetic 
testing procedures at several 
stages of the supply chain to 
verify that the nan-modified 
soya products r emain uncon- 
taminated 

Iceland’s announcement is 
likely to be greeted with 
some scepticism in the 
industry. One industry body 
said yesterday it could not 
see how Iceland could verify 
its claim. “Yon have to 
impose such strict controls 
and still keep it at a reason- 
able cost ... It would be very 
difficult" 

Privately, however, some 
retailers said the problems 
were heightened by the fact 
that many suppliers were 
locked into long-term con- 
tracts with modified soya 
producers. 

Iceland has the support of 
the Consumers' Association 
which sought independent 
verification of the company’s 
procedures. Iceland is also 
expected to announce that it 
will ask a leading food 
research group to monitor 
its supply chain. 



Malcolm Waken seeks envi r onment a l niche 


Malcolm Watson 


Julie Sheppard of the CA 
said yesterday that Iceland's 
announcement “will cer- 
tainly push retailers into a 
corner. They will have to 
justify why they have not 
been able to achieve what 
Iceland has.” 

Analysts said that if con- 
sumers became concerned 
about the impact of modified 
ingredients other retailers 
would almost certainly have 
to follow Iceland’s example. 
However, this could be a 
costly exercise, said Mike 


De nnis of Socfefe Genferale 
Strauss TumbuIL 
Iceland is understood to 
have kept additional costs to 
a minimu m by pooling its 
suppliers into buying consor- 
tia. Bill Wadsworth, Ice- 
land's technical manager, 
said product suppliers were 
buying derivatives such as 
lethicin for less than the 
modified product 
Mr Wadsworth said Ice- 
land intended to import the 
lethicin from Brazil and sell 
it on to other manufacturers. 


Stock write-off hurts Doulton 


By Robert Wright 


Royal Doulton, the china 
manufacturer and retailer, 
yesterday announced pre-tax 
profits down nearly two- 
thirds, depressed by substan- 
tial stock write-downs and 
advisers’ fees for an aborted 
takeover bid. 

Pretax profits for 1997 fell 
65 per cent to £6.21 m (SlOm) 
on unchanged turnover of 

The figures were hit by a 
£6-Otm stock writeoff as the 
company ditches 200 of its 
320 tableware lines. 

The company also took 


RESULTS 


reorganisation charges of 
£A09m and paid £l.47m to 
advisers on an aborted bid 
for a company, the identity 
of which has never been 
revealed. 

Patrick Wenger, chief 
executive, said the reorgani- 
sation proposals - in which 
two of the five Stoke-on- 
Trent factories will be closed 
- would cost about 200-300 
jobs. 

He said the year had seen 
a strong trading perfor- 
mance with operating profits 
ahead to £20 .Sm (£19.4m). in 
spite of the impact of the 
pound. 


Doulton's withdrawal from 
underperforming lines has 
been accelerated, and the 
gift-ware and collectables 
range is also to be slimmed 
down by 20 per cent by the 
end of 2000. 

Doulton is attempting to 
move its business away from 
its traditional focus on for- 
mal tableware, where 
demand is falling, towards 
casual tableware. 

The factory closures will 
mean each, factory concen- 
trates on one Doulton prod- 
uct range. More of the facto- 
ries will be up to modern 
standards. 


The company also 
announced yesterday a new 
casual tableware factory in 
Indonesia was now operating 
fully. 

The recommended final 
dividend Is 7.7p. to make a 
total of 3 Op (9.85p), uncov- 
ered by pre-tax profits. Earn- 
ings per share were 6.8p 
(21.7P). 

Current-year forecasts are 
for profits before tax of 
about £19.5m, putting the 
shares, which eased %p to 
176p yesterday, on a prospec- 
tive multiple of some 7.5, a 
massiv e discount to the mar , 
fcet 
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Jim Fifield of EMI in talks 
about leaving group early 


By Aft* Rawstfrom 

Jim Fifield, chief executive 
of EMI's music interests and 
one of the highest-paid exec- 
utives of a UK publicly 
quoted company, is under- 
stood to have started discus- 
sions to leave the group 
before his contract expires 
next spring. 

EMI, one of the world’s 
largest music groups, with 
Verve and the Spice Girls 
among its artists, declined to 
comment on the issue. How- 
ever. Mr Fifield. who earned 
£7m (Sll.Trc) last year, is 
believed to have started 
negotiations to sever his 
contract. 

It is thought the matter 
was discussed at a meeting 


of senior EMI executives 
held in London yesterday. 
Another topic at the meeting 
was the possibility of 
appointing Ken Berry, head 
of EMTs record labels, and 
Martin Sandier, who runs its 
music publishing division, to 
EMTs main board. 

Mr Fifield’s future with 
EMI has been clouded by 
doubt since a board meeting 
last month, when proposals 
for him to be promoted to 
group chief executive and to 
assume some of the responsi- 
bilities of Sir Colin South- 
gate, the group’s long-serv- 
ing chai rman, were rejected 
by fellow directors. 

Sir Colin, who had 
planned to adopt a non-exec- 
utive role following his 


appointment as chairman of 
the Royal Opera House, said 
after the meeting that he 
would continue as executive 
chairman. 

It is understood that Mr 
Fifield felt deeply embar- 
rassed by the boardroom 
row, and considers his posi- 
tion at EMI to have been sig- 
nificantly undermined. 

Under the terms of that 
accord, Mr Fifield would be 
entitled to claim compensa- 
tion worth three times his 
annnal package, or roughly 
£2im, if EMI terminates his 
contract prematurely. EMI is 
now expected to fry to 
thrash out a compromise 
deal for Mr Fifield to leave 
the group with reduced com- 
pensation. 


Diageo 

sets 


tough 

targets 

By Jobs WHraan 


Diageo, the food and drink 
group foamed in December 
by the merger of Guinness 
and Gfrand Metropolitan, yes- 
terday promised a revolution 
in its strategy to raise 
returns to shareholders. 

The group has set itself 
tough targets for raising 
returns over the next five 
years to the levels achieved 
by the world’s most success- 
ful branded consumer 
groups such as Coca-Cola 
and Procter & Gamble. 

A special executive team - 
which includes the heads of 
the group's main businesses 
- has been formed to fuse 
the two companies and 
strengthen Diageo's 
approach in managing for 
value. This will involve team 
members reviewing col- 
leagues’ pmg raqg in running 
the four divisions: the UDV 
spirits arm, Guinness, the 
brewer, the Burger King 
hamburger chain and the 
Pillsbury food group. 

*Tn 30 years in business. 
Fve been a robber baron - 
looking after my patch,*' said 
John McGrath, chief execu- 
tive. “Now our executives 
will look at each others’ 
patches to transfer best prac- 
tice across the group-” 

Diageo will compare its 
total shareholder return 
with a peer group of 19 other 
global companies. Including 
competitors Allied Domecq 
and Seagram as well as 
“exemplar” consumer 
groups such as Coke, P&G, 
Gillette and PepsiCo. Its tar- 
get is to be in the top quar- 
tfie of tills group within five 
years. It is currently in the 
bottom quartile. 

Mr McGrath admitted the 
group bad been destroying 
shareholder value. Its return 
on total invested capital is 
9.5 per cent, while its 
weighted average cost of 
capital is 105 per cent. He 
predicted this would end 
wi thin a couple of years, and 
that Diageo would be in a 
position to return more cash 
to shareholders by late 1999. 

“We are generating more 
cash than there are suitable 
investment opportunities.” 
said Phil Yea, finance direc- 
tor. 

The new approach was 
revealed as Diageo repeated 
results for the six and 12 
month periods to December 
31 largely in line with expec- 
tations. The figures, the first 
to be presented since the 
merger on December 17, are 
based on the performance of 
the two component compa- 
nies. 

They showed pre-tax prof- 
its before exceptional for 
1997 of £1.95bn (£1.92bn). 
After exceptionals, toe figure 
was £1.4bn (S25hn) - up 53 
per cent for toe 12 months. 

Exceptional items of 
£549m included £85m of 
merger expenses, £4 4m of 
toe £375m costs expected in 
the three years after the 
merger and a £250m pay- 
ment to LVMH, the French 
luxury goods group which is 
Diageo's biggest shareholder, 
for backing the merger. 

Operating profit from con- 
tinuing operations rose 8 per 
cent after stripping out cur- 
rency effects. These cost the 
merged group £135m in pre- 
tax profit and reduced turn- 
over by about Slbn. 
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Wolseley could not have 
picked a more embarrassing 

day to disappoint the market 
As the builders' ^merchants 
warned of slower growth in 
the US and a squeeze on mar- 
gins, the US Commerce 
Department announced a 10- 
year high for . US housing 
starts in February. Over half 
of Wolsaley’s sales are in the 
US, wbere they tend to be 
more dependent on new 
housing than* tp Europe. To 
be fair. February may well 
turn out to have been a freak 
month. But it added to the 
impression that.. Wolseley, 
until yesterday among the » 

better rated in -the sector, had slipped up. To a large extent, 1 
Wolseley has been a victim of forces beyond its control. \ 
A good boot of pirlce inflation is what it sorely needed, but 
failed to get, courtesy of Alan Greenspan, chairman of the 
Federal Reserve. Meanwhile, wages for warehousemen and 
truck drivers have jumped by some 8 per cent ' 

But tire company did not help sentiment by surprising tbq 
market with greater than expected information technology 
expenditure in tob US, to be spread over a couple of years. 1 
There is nothing sinister in this, and Wolseley's UK business] 
is still turning nr enviable growth. But its halo has slipped,’ 
Having outperformed the depressed sector by 40 per cent in 
four years, a downward re-ratmg of the shares more in line 
with its peers now looks justified. 
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Strong pound 
curbs Wolseley 


By Jonathan faithria- 

Sterling's strength and a 
slowdown in the US com- 
bined to bring profits growth 
to a halt at Wolseley, the 
world’s largest^ plumbers’ 
merchant. • £ - 

Pre-tax profits' before a 
one-off gain of £9ikn on dis- 
posals were £124 Bm ((208m) 
in the six months to January 
31, against viva am last ti-mp 

The outcome prompted 
brokers to trim about £i2m 
from their fall-year forecasts 
to just under £270m 
(£2642xn). The shares shed 
40p to 463p. 

The company, which 
makes more than half its 
profits overseas, said toe 
adverse effect of currency 
translation had reduced 
sales by £9l.5m and trading 
profit by £5J3bl At constant 
rates, the increase in sales 
and profit before exception- 
als would have been 6 per 
cent and 4 per cent respec- 
tively. 

The problem hit both over- 
seas builders’ merchanting 
and the UK-based manufac- 
turing division through 


lower export revenues. 

Trading profits from US 
building materials distribu- 
tion edged up u per cent to 
£56. 6m against a 6 per cent 
rise from European materi- 
als distribution to £47.6m. 

John Young, chief execu- 
tive. said the US operations 
had been hit by an overall 
fall of about 2 per cent in 
prices for building materials, 
which included a 45 per cent 
drop in lumber prices. 

Meanwhile, US labour 
costs had mushroomed, with 
wages rising 4 per cent 

Floods caused by El Nino, 
a warm current affecting the 
US West Coast also hit reve- 
nues. “Many construction 
sites were flooded,” said Mr 
Young. 

Manufacturing suffered c 
13 per cent fall in trading 
profits to £16m. It was the 
only division to register a 
profits decline - 7 per cent - 
at constant exchange rates. 

Mr Young said this largely 
reflected lower margins in 
photographic equipment dis- 
tribution. 

Sales rose 2 per cent to 
£Z.S3bn- 


Texas lifts stake 
in Energy to 22% 


By Andrew Taylor 

Texas Utilities raided the 
stock market yesterday to 
pick up another 7 per cent of 
Energy Group, paying £31 0m 
((517m) to i n cr ease its stake 
to 22 per cent . 

Texas, which ‘is bidding 
£4.45bn for the UK’s largest 
electricity supplier, had pre- 
viously been- prevented, 
under the US Hart Scott 
Rodino Act, from raising its 
bolding in Energy above 15 
pa* cent 

The US Federal Trade 
Commission has now given 
permission for Texas to 
increase its stake to 22 per 
cent Under UK regulations. 


it cannot buy more than 29.9 u 
per cent until it receives* 
clearance from the Office of; 
Fair Trading. * 

Texas is bidding 840p a< 
share. It said yesterday that- 
its 22 per cent holding could' 
create problems for its US. 
rival PacifiCorp, which is* 
bidding B20p a share. * 

PacifiCorp needs to buy -at' 
least 80 per cent of Energy,, 
shares to consolidate thei 
acquisition for tax purposes. I 
PacifiCorp responded: "If* 
our bid succeeds, then Texas : 
would be left with a minor-) 
ity holding in a company* 
which owns a US coal bum-* 
ness, which they have said 1 ] 
they do not want” 





EUROTUNNEL P.LC. 

Registered Office CheriTOn Pkt^ CberiloirH'igh Sum, Folkestone, Kent. CT19 4QS 

EUROTUNNEL SA. 

Socifti amoyme an capital tie FRF91 9,553.43 9 
Registered Office 140-144 beotevanl Mriestebes, 75017 Paris 

NOTICE TO HOLDERS OF 1991 WARRANTS 

Holden of 7, 14255? twinned warrants (the “1991 Warrants”) to subscribe for shares in Eurotunnel 
PX.C. CEPLC”) and in Eurotunnel SA. (“ESA”) (issuable in the fom of Unhs) constituted, in the 
case of EPLC, by an Instrument dated 10 June 1991 (as amended by a Supplemental Share Warrant 
Instrument dated 24 June 1993) and, in the case ofESA, the issue of which was decided by the Board 
of Direaors oo 23 May 1991 by vim* of resolutions of ihe Exmonfinaiy General Meeting hdd on 
the same date (tbe terms nod conditions of which were amended bv a Genoa! Meetinp of 
Warramholdere held on 23 June 1993). are herebyinfonned that, as are^ih of the bonus hJL to 
Unitholders of tbe 2001 Warrants and 2003 ^tenants which took place in Febrany 1998 as ran of 
Eurotunnel *8 debt restructuring, the number of shares in EPLC and shares in ESA, twinned as Unhs. 
which a holder of a 1991 Warrant may subscribe on exorise of such 1991 Watranrhas been adjusted. 

^ * e requ * reci adjustment has been obtained bora KJeinwcn Benson Limited 

and the Board Resolution (as amended) referred to above. A copy of the certificate faavriliNeihr 
impe^ by holders of fae 1991 Wanauts otforegbtcred offices of El^C 

of the adjustment, each 1991 W™* entitles the bolder ihereof to sutecribefoT M5 2 
(previously 1 2A Umis) m a price of £1.75 and FRF17.5Q. Subscription rigte under £ Ml 
^fonamswdl only be exercisable in respect of whole raunbas of Units. iSTwawms^ 


By onkx of tbe Board 
SA. Walker, Sec re t a ry 

Eurotunnel P.L.C. 


The Board of Krearas 
Eurotunnel SJL 
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INTERNATIONAL CAPITAL MARKETS 


European Sector loses early gains 


By Vincest Boland to London ■ 
and Joint Labata fen New York 

Bond markets ended a quiet 
day's trading In mixed form 
yesterday, in spite of support 
Cram sliding oil prices and 
US economic data. A strong 
opening in the US failed to 
Inspire European markets, 
which closed with small 
losses after rising smartly in 
early trading, but volumes 
were low. 

"Most European markets 
are still relatively positive 
but they are lacking a bit of 
impetus at the moment," 
said Jeremy Hawkins, at 
Bank of America. 


GERMAN BUNDS set the 
tone, retreating sharply after 
earlier breaking through a 
key resistance level on the 
June future. With little fresh 
data to point the way. inves- 
tors were awaiting an Ifo 
survey of Tjusiness confi- 
dence due Friday, which has 
become a elosely-watebed 
indicator of economic trends. 

The storey is expected to 
show the economy still pick- 
ing up speed, but analysts 
said there was little danger 
of an interest 1 rate rise. 

“Even if the domestic 
economy is picking up, it is 
only accelerating at a pace 
that it wont jeopardise the 
inflation outlook for some 
time.” Mr Hawkins said. 


The June bund future set- 
tled at 107.67, down 0.06, 
after touching 107.9L 
UK GUTS fluctuated in 
the wake of the Budget. The 
June future settled at 107$, 
down $, in turnover of 
s 0,000 contracts on Uffe, as 
the market decided there 
were not enough measures 
to damp consumer spending. 

ITALIAN BTPs also tested 
resistance on the futures 
contract but fell back later 
as the Treasury auctioned 
L9,500bn of three-, five- and 
30-year bonds. The BTP 
future settled at 119.16, down 
0.09, in light trading. 

US TREASURY prices rose 
for a second day as oil prices 
fell and new figures on the 


housing sector showed 
renewed strength. However, 
by midday the benchmark 
30-year bond was off its high 
for the day, up just £ at 
lQSfi, sending the yield down 
to 5.863 per cent. 

Shorter-term issues were 
mixed. The 10-year note 
gained & to 99g. yielding 
5,537 per cent, while the two- 
year note was down by £ to 
100&, yielding 5.481 per cent 

"In the morning we had a 
very strong housing number 
and the market keeps going 
higher," said Ken Fan, at 
Paribas Capital Markets. 
With temperatures above 
normal and interest rates 
low, housing starts in Febru- 
ary climbed 6 per cent to 


1.64m units, tbe best 
monthly rise since late 1987. 

Some follow-through buy- 
ing in bonds came as oil 
prices continued foiling. By 
midday the price was around 
$13 a barrel. 

New figures on the manu- 
facturing sector, however, 
suggested a slowing was 
under way. February indus- 
trial production was flat 
after a revised 0.1 per cent 
rise in January. 

The market will be watch- 
ing the release of the Federal 
Reserve's "beige book" 
today, while new figures on 
the consumer price index 
and initial unemployment 
c laims will be released on 
Thursday. 


Step-down lira 
deal by Mexico 


New international bond issues 


Anoint 
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INTE^TIONALBONDS 
By Edward Inca 


Mexico yesterday launched 
its second international 
band of the year, and its first 
lira-denominated offering 
since the first half of 1997, 
with a L750bn issue. 

The bond - the maximum 
size permitted to Mexico 
under Italian regulations — 
was packaged in the familiar 
step-down format The initial 
coupon is 10 per cent falling 
to 7.37 per cent in 2000. 

Deutsche Bank, the lead 
mana ger, said the offering 
was swapped into a yield 
spread that was almost 20 
basis points tighter than 
Mexico's existing 10-year 
dollar benchmark. The dol- 
lar bond is trading at a 
spread of more than 300 
basis points over the equiva- 
lent US Treasury. 

Deutsche added that 
Mexico had been able to 
achieve the tight pricing 
because it was seen as a rare 


WORLD BOND PRICES 


mmg among investors, hav- 
ing probably completed its 
$1.5bn funding requirements 
for 1998. 

“The borrower stretched 
out to a 15-year maturity to 
provide the double-digit 
yields Italian retail investors 
are looking for,” a Deutsche 
banker said. Most of the 
offering is expected to end 
up in the hands of retail 
investors. 

The KINGDOM OF DEN- 
MARK made an aggressive 
foray into the dollar sector 
with a seven-year $500m 
offering.: Bankers were 
divided about the merits of 
the pricingr which yielded 23 
basis points over the five- 
year US Treasury. 

Tokyo- Mitsubishi Interna- 
tional, the lead manager, 
said the pricing reflected the 
fact that Die Treasury yield 
curve was basically flat 
between five and 10 years, 
with just a three basis point 
differential between the two. 

However, the seven-year 
US Treasury band, which is 
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considered a highly liquid 
reference, is trading at a 
spread of nine basis paints 
over the five-year issue. 
“This is Miming in ti g hter 
than some AAA-rated bonds, 
despite the fact that Den- 
mark Is just AA -rated,” said 
one banker. 

Toky o-Mits ubishi Interna- 
tional said Denmark had 


benefited from the rarity of 
sovereign names in the dol- 
lar sector, with most Euro- 
pean. borrowers focusing on 
the euro in advance of mone- 
tary union. 

ABBEY NATIONAL 
braved tbe congested five- 
year sector with a $500m 
deal priced at 35 basis points 
over tbe benchmark. Bank- 


ers said the bond, led by 
Nomura and SBC Warburg, 
was fairly priced. 

NIPPON TELEGRAPH & 
TELEPHONE will make its 
first visit to the dollar sector 
this year with a 10-year $ibn 
issue, which is expected to 
be priced today at about 
50 basis points over the 
Treasury. 



Japanese government 
bond yields nudge 1.5% 

A convergence of events has : 

their lowest since the 16 th ^ ^ 

jfiBtazbencftnwfklioM ^ the stops to get the jfifr 
reaps) 


nvestors with long memo- 
ries will recall that yields 
. on Japanese government 
bonds (JGBs) now offer some 
of the lowest yields on any 
form of investment in Japan 
since the 16th century. 

However, that has not 
stopped investors from buy- 
ing them. In the past few 
days tbe yield on the bench- 
mark No 182 JGB has hov- 
ered around 1.5 per cent, 
ending yesterday at 1.515 per 
cent. That compares with a 
yield of 5.8 per cent on the 
30-year US Treasury and of 
4.8 per cent on 10-year Ger- 
man bunds (the No 182 JGB 
is an eight-year bond). 

Seven years ago. the yield 
on the No 182 JGB was about 
S per cent, but its foil since 
then has been relentless. 
Yields have reached their 
current low levels because of 
a convergence of events, 
including record low interest 
rates and loose monetary 
policy, which have signally 
failed to stimulate Japan's 
ailing economy. 

Recently, the Bank of 
Japan's money market 
operations and repurchases 
of JGBs have also been sup- 
portive of bond prices, albeit 
indirectly. 

But wider factors are at 
work. Analysts say that with 
Japanese land prices falling 
at 10 per cent a year, the 
equity market a non-runner, 
and Asia’s financial prob- 
lems - which have led to the 
repatriation of funds by Jap- 
anese banks - money is 
chasing limited returns. 
Compared with other types 
of investment in Japan, 
JGBs are the most attractive 
on offer. 

‘'Return on capital is not 
the issue any mare; it’s all 
about return of capital On a 
real yield basis, there’s a 
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case for bonds, ” says the 
head of fixed income at a US 
bank in Tokyo. 

So bow low can JGB yields 
go? And are current yields 
now a permanent feature in 
Japan? Few observers are 
surprised that yields have 
fallai to their current levels, 
but there are doubts that 
they can go much lower. 

However, the Japanese 
bond market's immediate 
direction will depend on the 
government’s latest eco- 
nomic stimulus package and 
whether it contains substan- 
tial tax cuts. 

S tephen Hannah, chief 
economist at 1BJ Inter- 
national in London, 
believes yields could fall a 
little mate in the short term 
because of the state of the 
economy and a flight from 
equities. 

The government's 
attempts to support tbe Nik- 
kei share index up to 18,000 
for fiscal year-end purposes 
attracted a lot of speculative 
buying of Japanese stocks. 

However, that strategy 
does not seem to be working. 
“Tbe feeling just a couple of 
months ago was that the 


kei above 18,000. That 
brought in a lot of specula- 
tive money to the equity 
market But it’s looking Hre 
it won’t happen now. so tits 
speculators are selling and 

switching to JGBs." 

With the government now 
planning its fifth economic 
stimulus package to date, 
the market still se ams 
■unsure whether any tax cats 
will he sufficient to stimu- 
late growth. 

Recent packages have 
placed a heavy emph asis on 
raising public spending, to 
little effect. But analysts say 
even tax cuts may not be of 
much help. 

-T he problem with tax 
cuts is that a lot of peqpte 
are worried the money will 
just be saved. There is a 
worry that it is not the 
answer," Mr Hannah says.; 

If that is the case, yields 
on JGBs may remain stuck 
at around 1.5 per cent, 
although buying has been 
noticeably more cautions In 
the past few trading 
sessions. 

However, investors are 
likely to have a clearer pic- 
ture of the effect of the gov- 
ernment’s stimulus packages 
late in the year. If the econ- 
omy starts to revive, yields 
may rise with it, though 
they are unlikely to rise 
quickly. 

Joanne Collins, senior 
market strategist at Nomura 
in London, believes current 
yields should not be a per-: 
manent feature of the JGB 
market 

“There are a whole lot of 
events conspiring to keep 
yields low, but things wiQ 
get better," she says. “On a 
five-year view yields will not 
remain at this leveL” 
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CURRENCIES & MONEY 


Sterling hits new nine- 



MARKE TS REPORT 
By Simon Kuper 

The pound surged to its 
highest levels, since Febru- 
ary 1989 after Gordon 
Brown, the UK chancellor, 
presented hia Budget yester- 
day. 

The Budget , was regarded 
as less fiscally tight ih«n 
expected, with expensive 
pledges to help the working 
poor. Mr Brown kept his 
forecast for 1998 underlying 
inflation -at 3.0 per cent, 
above the Bank of England's 
target rate of 2^ per cent 
“There’s absolutely nothing 
In the package, to dissuade 
the Bank from raising inter- 
est rates again,” said Philip 
Shaw, chief economist at 
Investec in London. 

The Bank’s monetary pol- 
icy, committee last month 
only just voted to leave base 
rates unchanged at 7J25 per 
cent, after Eddie George, the 
Bank's governor, .used his 
casting vote to break a 4-4 


- deadlock. 

Prospects of rate increases 
had already risen before Mi- 
Brown's speech. Data yester- 
day morning had shown core 

■ UK February retail prices 
rising 2.6 per cent year on 
year, despite the Asian crisis 
and the strong pound. 

In late US trading after Mr 
Brown’s speech the pound 
was at DM3.0464 against the 
D-Mark and $1.6722 against 
the dollar, 1.3 pfennigs 
0.6 cents above Monday’s 
London close. On a trade 
weighted basis, sterling was 
at its highest level since Feb- 
ruary 1968. 

Short sterling futures con- 
tracts dived to reflect height- 
ened rate expectations. The 

March 1996 contract fell 5 
basis points, and now 
appears to be pricing in a 
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base rate rise of 25 basis 
points. The March 1999 con- 
tract dropped 16 basis points. 

The dollar was again a 
bystander in the market, and 
in late .US trading was barely 
changed at Y 129 .20 to the 
yen and DM1.82U to the 
D-Mark. Investors remained 
wary that the Bank of Japan 
- though it has much else to 
think about at the moment - 
might intervene against the 
dollar at Y130. There is also 
optlons-related resistance at 
that level. 

■ Lucas Papademos. gover- 
nor of the Bank of Greece, 
yesterday appeared to set 
speculators a target for the 
drachma. Be said he was 
Unlikely to let the currency 
move more than 3 per cent 
on average from its central 
rate within the European 
exchange- rate mechanism, 
which Greece joined this 
weekend. ERM currencies 
are officially allowed to 
move 15 per cent above or 
below their parity levels. 


Drachma 

AflaMtte Ecu (Pr per Ecu)- 


3W11 



The drachma's central rate 
is Di357 against the ecu, 12.1 
per cent below its rate of 
early Friday afternoon. But 
yesterday the currency 
hardly moved, as Mr Papade- 
mos kept his promise of sta- 
bility. 

Petros Ghristodoulu, head 
of European emerging mar- 
kets foreign exchange at J.P. 
Morgan, said many investors 
who made money on the 


drachma's devaluation took 
profits yesterday by buying 
back the Greek currency. 
But the Bank of Greece 
bought DMarits, dollars and 
ecus at the drachma fixing, 
Mr Chrlstodoulu empha- 
sised that the upward pres- 
sure on the drachma from 
the market might be short- 
lived. Other investors had 
been holding drachmas to 
benefit from high Greek 
interest rates, and they had 
lost considerably on the 
devaluation. Many of ihgm 
now want to sell, up, but 
they may wait to do so. The 
market is fairly illiquid now, 
as the Bank of Greece is not 
giving domestic hanks the 
option of closing their posi- 

■ OTHER CURBEHC1ES 

Hit 17 £ $ 

CWCi $566634 - 56.1821 3UB10 - 336300 
Hnqpay 34L706 - 346890206530 - 209580 • 
few 501060 - 500760 300000 - 300060 
Q5DM ■ (L5QBB 03052 ■ 03053 
46632 - 46693 27940 - 27060 
5.7200 - 57381 3*320 - 14380 
10.1287 - 10.1364 66687 - 66697 
8.1301 - 6.1338 3-B72B - 36730 


Rare* 

feu 


UAE 


tiona with it at the end of 
the day. 

Goldman Sachs, which last 
month said that the drachma 
was up to 30 per cent over- 
valued, now recommends 
selling D-Marks against the 
Greek currency. Goldman 
notes that- 10-year Greek 
bonds offer yields of 315 
basis points over German 
bunds. It says this is attrac- 
tive, given that there is a 
reasonable chance of Greece 
joining European monetary 
union in 2001. 

The bank also points out 
that Greece is supposed to 
take tough measures to sup- 
port the drachma, and that It 
needs to keep down inflation 
- a task best achieved with a 
strong currency. 

Mr Papademos said yester- 
day that Greek monetary 
policy would be aimed at 
reducing inflation to below 2 
per cent at the end of 1999. 
That is bold: inflation is now 
45 per cent, and is forecast 
to rise as the devaluation 
raises impart prices. 
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COMMODITIES & AGRICULTURE 


METALS EXPLORATION STUDY HIGHUGHTS IMPORTANCE OF SMALL-SCALE PROSPECTORS 


Juniors ‘make one-third of global discoveries 


By Kemetfi Gooding, 
Mining Correspondent 


Small-scale prospectors, 
known as “junior” explora- 
tion companies, have been 
responsible for nearly half 
the si gnifican t gold and base 
metal discoveries in North 
America and Australia in 
the past 25 years and nearly 
one-third of global discov- 
eries. 

This reminder of the 


importance of the “juniors", 
by the CRU International 
consultancy group, is timely. 
Many are fighting for finan- 
cial survival because of low 
metal prices and investor 
disenchantment following 
the Bre-X scandal, involving 
a small Canadian company 
that falsely claimed to have 
found the world's biggest 
gold deposit In Indonesia. 

It also comes at a time 
when most big mining 


groups are cutting back 
exploration efforts and mak- 
ing geologists redundant 

However, the CRU study 
points out that there 
is a close relationship 
between successful explora- 
tion and growth in share- 
holder value. 

CRU says juniors use far 
less money and often less 
sophisticated equipment 
than their bigger, longer 
established competitors. 


“Success in discovering 
new mines is not related to 
the amount of money spent. 
It is the quality of the explo- 
ration programme that mat- 
ters, not its absolute size." 
says Peter Kettle, one of the 
authors of the study. 

“Nor are high-tech explo- 
ration methods necessarily 
better than traditional Expe- 
rience, intuition as well as 
plain luck remain crucial 
ingredients in determining 


exploration.” Mr Kettle adds. 

He suggests that big min- 
ing companies would do bet- 
ter to give up most grass 
roots exploration, but to get 
involved at a later stage by 
carefully monitoring the 
progress of the junior explor- 
ers and identifying potential 
partners or acquisition 
candidates. 

This will not be easy 
because there are more than 
1,400 junior explorers world- 


wide, mostly quoted on the 
Canadian and Australian 
stock exchanges. 

Their money comes 
mainly from specialised, 
high-risk investment funds 
and individual speculators, 
all hoping to share in the 
occasional bonanza discov- 
eries. 

Discoveries, or the juniors 
that find them, are usually 
acquired by big, global min- 
ing groups with the money 


and expertise to bring them 
into production. 

CRU cites the US$3.4bn 
paid by inco of Canada for 
the Voisey's Bay nickel 
deposit in Newfoundland 
and the $79Qm Bamck Gold 
paid for the Pierina gold dis- 
covery' in Pern. 

Achieving Corporate 
Growth through Exploration 
and Acquisitions, from CRU. 
31 Mount Pleasant, London 

wax had. us. moon 


Kenyan coffee producers 
face struggle to survive 


Bad weather and bureaucracy have hit growers, writes Gaiy Mead 


K enyan coffee is richly 
dark, a luscious brew by 
any standards. 
Although the country only 
produces about 1.5 per cent 
of the world's coffee, the 
peaty, earthy flavour of its 
arabica beans is highly 
prized. 

However, Kenyan coffee 
producers are struggling to 
emerge from beneath two 
burdens - inclement 
weather and bureaucratic 
inertia. 

The first Is probably a 
short-lived handicap. Since 
the 1960s, Kenya has seen 
average rainfall of 67mm in 
January, 4Z9mm in Febru- 
ary and 108.1mm in March. 
The country started this 
year with a drenching. More 
than 262mm of rain fell in 
January, followed by 172mm 
in February. 

March has been drier but, 
says Tac Mlchaelldes, gen- 
eral manager of a 2,095 ha 
estate outside Nairobi - one 
of the country's biggest sin- 
gle estates, owned by the 
Franco-Belgian group Socfi- 
nafr “We’ve got to have a 
of dry weather 
the trees won't be 
stressed enough to produce 
good flowering.” Without 
that, the quantity and qual- 
ity of beans will be poor. 


Blame for the downpour 
has been laid at the door of 
El Nlflo, the abnormal 
weather system that has 
brought drought to some 
parts of the world and floods 
elsewhere. Kenya experi- 
enced severe drought at the 
start of 1997, which cut its 
tea production by almost 40 
per cent, though coffee was 
less seriously affected. 

This year, the threat 
comes from too much water. 
If there is now a reasonably 
long dry spell, coffee plant- 
ers hope the trees may 
recover sufficiently to pro- 
duce a total harvest of per- 
haps 60,000 tonnes, the low- 
est level ever. 

A decade ago, Kenya was 
producing . about 100,000 
tnnnaw of coffee a year. A 
peak was touched in 1987-88 
of 128326 tonnes, the second 
highest level ever recorded 
In the country. However, 
since 1988, there has been an 
inexorable decline; the 
1696-97 harvest was about 
65,000 tonnes, the lowest 
level yet - although this 
year is likely to set a new 
record low. 

The second problem is 
more intractable. The precip- 
itous production collapse of 
the last decade has coincided 
with a vast increase In the 


support given by the Kenyan 
government to the state-run 
Coffee Board of Kenya, 
through which all the coun- 
try's coffee producers must 
market their beans. 

Based on figures in the 
annual reports of the Coffee 
Board, its expenses since 
1976 have increased by 2,900 
per cent, well above official 
figures for inflation; its 

annual r unning costs alone 
are now in excess of Es750m 
(about £7 .5m). 

The Coffee Board now 
employs about 900 foil-time 
and 400 part-time staff Many 
coffee planters are beginning 
to question why they are 
legally required to pay the 
board about 6 per cent of 
their gross revenues, in vari- 
ous levies and taxes, when 
they can see little benefit 
from a centralised, state- 
controlled marketing board, 
and when the government 
promised six years ago folly 
to liberalise the industry. 

Among its activities, the 
Coffee Board maintains a 
research centre, the running 
cost of which amounts to an 
extra levy on producers of 
about $65 a tonne. 

“Yet production by small- 
holders, the very people the 
board was meant to assist, 
has slumped dramatically in 



the last decade, by more 
than 30 per cent," says one 
farmer- 

According to government 
figures published on March 
12, national coffee produc- 
tion fell 363 per cent in 1997. 

Smallholder coffee farmers 
- who need to cultivate a 
minimum of two hectares to 
qualify as a planter - have 
been moving to other prod- 
ucts, notably tea, which is 
easier to grow, is zero-rated 
for VAT (unlike coffee), and 
has been attracting high 
prices recently. 

In October 1992, the Ken- 
yan government announced 


a programme of liberalisa- 
tion for the country's coffee 
industry. That policy essen- 
tially decreed that coffee 
formers should be left free to 
run the industry as they saw 
best. 

But apart from the lifting 
of restrictions on coffee mill- 
ing - removed from the sole 
control of the Coffee Board - 
a number of farmers feel 
that only lip-service has 
been paid to the principle of 
a free market 

While formers are no lon- 
ger legally required to have 
their coffee milled by the 
Kenya Planters Cooperative 


Union (which was bailed out 
of a financial crisis by the 
Coffee Board in November 
last year), the Coffee Board 
is adamant - despite the 
promised liberalisation - 
that commercial millers are 
required by law to send for 
auction all coffee stocks in 
their custody within 48 
hours of mining. 

Some farmers and millers 
say they wish to choose 
when to release their stocks, 
to take advantage of possible 
higher prices. They also 
want to designate their own 
marketing agents, and not 
be forced to have the Coffee 


Board act on their behalf. 

Coffee has long been a 
leading foreign currency 
earner for Kenya; in 1997 cof- 
fee exports were worth some 
$300m- 

During Nairobi coffee auc- 
tions in March this year, 
prices averaged $6,500 a 
tonne - almost double the 
price arabica futures are cur- 
rently trading on New 
York's Coffee. Sugar and 
Cocoa Exchange. But ,many 
planters fear that, unless the 
liberalisation programme is 
rapidly and completely 
implemented, the sector will 
continue shrinking. 


Crude oil 
price at 
lowest 

since 1988 
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Kenneth Goodiflg 


Brent crude on the 
international Jetro eum 
Exchange yesterday slipped 
to its lowest since November : 

1988, and a loss of some *?.' 

per cent since October last. 

late trading the April- 
dated contract was at SlLJf 
a barred, 43 cents below the 
previous close. • 

Traders took little comfort ; 
from a speech by President 
Rafael Caldera of Venezuela, 
which is accused by other' 
leading members of the 
Organisation of Petroleum 
Exporting Countries of 
breaking production quotas. 

While acknowledging an 
oil price collapse would be 
“a real tragedy for Vene- 
zuela". he said “we are pre- - 
pared to accept the circum- 
stances" and would not 
reduce production to agreed . 
levels. 

Trading in coffee and. 
cocoa futures on the London . 
International Financial _ 

Futures Exchange was sute 
dued. May cocoa ended at 
£1,069 a tonne, down £3, 7 
while May coffee slipped $38 
to gl.TlTa tonne. 

Warren Buffett's Berkshire 
Hathaway investment com- 
pany saw the value of its ‘ 
silver hoard fall by more 
than US$24. 6m, or 3 pear cent 
yesterday when the price fell 
below $6 a troy ounce. 

Mr Buffett announced last 
month that Berkshire had 
built a treasure trove total- 
ling 129.7m ounces. 

Traders said the foil was.' 
caused by sales by US specu-. 
la tors following silver's fail- 
ure to hold up at the 9Vi-year 
highs seen after Mr Buffett's 
announcement. Silver closed: 

London down 19 cents an 
ounce at $5,925. 

The sell-off coincided with 
_ drive by five South Korean 
companies to collect silver to 
help the country’s economy. ■ 
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■ PORK BB1ES CUE (405001b; untn/fas) 


Marie 
My — 


Price Piw. day 

. 1278.76 129252 


■ CQHBS LFFE (5 torens; Monte) 


Trial 


13,168115297 


ENERGY 

■ CRUDE OB. NIMBI (1500 Mnah Warn* 


Rtar 

7455 

+055 


_ 

- 

- 

May 

75.^ 

+025 

- 

- 

- 

254 

Se* 

75.00 

+125 

_ 

_ 


12 

Ptov 

7750 

+125 

7750 

7850 

60 

433 

Jan 

Total 

7100 

+125 

- 

- 

eta 

72 

ata 


Mar 

1699 

-14 

1718 

1699 

44 

384 

May 

1717 

-10 

1740 

17Q5 3564 20,825 

JM 

1689 

-18 

1710 

1680 1.175 10582 

Sep 

1G67 

-18 

1685 

1662 

306 

2526 

tow 

1642 

-18 

1856 

1643 

117 

1.135 

Jan 

1627 

-15 

1607 

1607 

21 

100 

TotM 





nf* 

nta 

■ COFFa<PCSCE(375006»;canti«ffl 




Mar 

43.400+1.675 41400 42500 

63 

220 

Mn 

42.800 +0500 41425 42550 

652 

5573 

M 

41.650+0500 42.40Q 41500 

158 

2.130 

Ang 

40650+0525 41.400 40300 

63 

973 

sm 

Total 

44950 - 

6 

23 


JOTTER PAD 


?1 


•15-1” * ' TITV'SI - ! > 


1628 

+10 

1630 

1816 4558 26,125 

Apr 

48575+0850 49550 48550 2214 

15543 


•JS V 'X- 

1649 

+10 

1682 

1638 1233 11752 

Jon 

50375+0425 5B55Q 55550 2567 

12338 



1673 

+11 

1674 

1087 653 759 

JM 

56200+01025 56250 55550 

313 

0455 


asm — .^ft. 

1705 

+11 

1708 

1604 533 13214 

Ang 

51050+0.450 54.075 53200 

400 

2509 


• 

1736 

+11 

1738 

1730 66 9595 

Oet 

51.400+0.400 51.400 50950 

342 

2579 



1758 

+11 

- 

- 18 3517 

Dm 

61.175 +0425 51200 50950 

223 

1578 


■ - 




7243 75593 

Total 




_ 

*■ 




. ■ — * -> 


LONDON TRADED OPTIONS 


Jon 

Jri 

Aug 


latest Day's 
pika dwnga Hgb 

129 8 -030 1137 
1328 -057 1174 
1171 -034 14.12 
14,19 -027 1454 
1456 -027 1457 
1458 -026 19.12 


Total 

■ CRUDE OOFEfffoaiie* 


0pm 

Low Vot tot 

1221 67*55 60760 
1125 63529 107.1k 
1158 20175 68.487 
14.10 1309 37540 
1453 3,693 19225 
1453 2,043 22.170 
177,1984005*4 


■ SOMSEAMS CHT AOOOba b*k com/EOb McO "J 
■ Jui 


Mar 6S850 +250 65950 65550 1533 1528 

May 656.75 +125 65950 65450 33500 87,444 

Jri 65000 +250 66200 657.00 0534 42273 

Aag 65850 +3.75 0B1JM 0750 B50 7596 

Sap 64650 +550 94100 645.60 79 1275 

ton 63925 +455 64150 838.00 5,192 27505 

Total 4HJBJ 148,711 

■ SOYABEAN 01. CUT (E0.0006K canto/B) 


Mb 151 Jfi -155 152,00 15000 39 188 

H|y 149.10 -055 148.40 146-00 4.950 14,783 

144.10 -035 14450 14250 1280 5,489 
Sop 13725 -1,10 137.75 13650 148 4207 

Dec 13150 -1.75 13250 13050 88 1317 

Mar 127.75 -ZOO 12300 127.00 21 840 

Tri al 0536 20240 

■ COFT&QCQfUScarisfpgund) 


■via 

ComLddy 



Lateat 

oarit 



Open 


prica ebanga Hgb 

In* 

VOI m 

May 

12JM 

-023 

12.46 

11.98 202TB 82574 

Jm 

12.45 

-027 

12.87 

12.40 

8.480 32735 

Jri 

1185 

-4L26 

1126 

1252 

2351 16583 

taffl 

1324 

-024 

1163 

1122 

1548 11.469 

sen 

1158 

-021 

1352 

1156 

4289 12743 

Od 

1188 

-020 

1420 

1359 

445 8566 

Trial 





Dta at* 

■ HEATHEOL/mia (42,000 IS gaSl.- dUS Data) 


Lateat Dari* 



Open 


prin ctaanga (Hgb 

Lob 

VM tat 

AW 

3850 

-052 

3850 

3750 15519 44,429 

Rtay 

3650 

-071 

39.45 

38.40 

650*35239 

Jm 

39.45 

-0.66 

4050 

3925 

2720 12548 

JM 

40.45 

-068 

4120 

4040 

1235 165*0 

Jtag 

4155 

-061 

anas 

41.60 

647 10701 

Sap 

4250 

-021 

4175 

4250 

436 9513 


tar 

2720 

+030 

2722 

2755 

595 

1.178 

Mat 

27.42 

+012 

27.45 

27.12 12542 65500 

JM 

2753 

+029 

2755 

27.45 

5537 44574 

Ang 

27.46 

+021 

2748 

2715 

1524 


Sep 

Z7.17 

+037 

27.15 

2750 

435 

4,739 

Oct 

2650 

+025 

2650 

26-62 

156 

1546 

IMM 





21589137533 

■ 50VABEHI MEAL CS7 poO km Ston) 



15 day average . 


.12126 

.12229 


Fra*, day 1 
118.35 
12134 


■ HWIESKAR LITE (50 tarns Stomal 


Trial 


37578184,428 


■ GAS OR. OPE (Stonne) 


6Mt Day 1 * 


Sett Day's Open 

prica change Itgb lam W tat 
Har B2.25 +0.16 8255 8150 539 1.757 

Apr 8255 +030 B2.70 5150 417 2.7H2 

Hay . 8110 +050 8150 8320 5550 27,472 

J« 8350 +025 8355 8170 82 2,194 

Jut 8350 +OS 8350 8255 645 9,463 

Aag 8350 +020 8355 8185 27 1549 

Tetri 6509 68^38 


Apr 


11550 -4.75 11800 11450 6561 38516 
May 11750 -525 12050 11700 4,166 18011 

Jm 120.75 -550 12350 12025 1092 16584 

Jri 12450 -550 12700 12400 1296 9542 

Am 12800 -550 13050 12800 840 7.694 

sap 131-35 -500 13350 131.75 771 0253 

Taw 19200140^40 


Mar 

1708 

+05 

1715 

1705 

1527 

3.306 

Hay 

1722 

- 

17X4 

1715 10.019 58220 

JM 

174.7 

+04 

1755 

174.1 

1068 33,487 

Mg 

1712 

+05 

1775 

1755 

823 11569 

Sep 

1775 

♦0.7 

1710 

1765 

B59 

9575 

Qd 

1775 

+05 

1782 

1785 

223 

3255 

Total 





18,167 131561 

Ml POTATOES LUTE [20 town; £ per tone) 


Apr 

615 

+15 

810 

605 

41 

612 

toay 

605 

+15 

70.0 

70.0 

19 

2B9 

Jm 

74.0 

— 

- 

_ 

_ 

_ 

Bar 

58.0 

- 

_ 

_ 

_ 

- 

Mar 

885 

- 

- 

_ 

_ 

_ 

Total 





Mb 

Mb 

■ FRBGHT (Bf+EX) LFFE (SlOtoJe* poW} 


Mar 

1031 

+0 

1031 

1030 

6 

386 

Apr 

1000 

+0 

1060 

1040 

78 

708 

JM 

970 

+6 

- 

_ 


249 

Oct 

1105 

- 

a 

_ 


126 

Jan 

1155 

- 

_ 



5 

Total 

Ctoaa 

Fra* 



Mb 

taa 

SH 


1064 






May 2665 

APR 2690 

Oct 273.1 

Dec 2745 

Mar 2785 

May 281.0 

Total 


2885 2819 1003 17,487 
2705 2690 863 9502 
2719 2720 344 6.404 
£750 2750 142 790 

2785 278.0 140 921 

2759 2795 00 389 

ria ate 

■ SB6AB IV CSCE (112000^; cantetori 


■ay 


S53 +4119 9.65 9A7 7599 62.653 
9.57 +0.16 959 9.45 1597 38.616 

Oct 954 +0.13 986 9.78 25W 41440 

tori 10.19 +012 10.19 10.11 809 1&O80 

tor 1027 +0.12 1020 1020 3 2,128 

Jri 1034 +012 3 3504 

Trill 13,10010297 

V COTTOW MCE tfjOJOtBH; cantoKwl 


strtta prin S tonaa 

-Cato — 

-Pute- 

■ MJMMW 





[99.71b} LME 

Apr 

Jd 

Apr 

Jul 

1423 

. 82 

97 

18 

31 

1450 - 

. 47 

82 

28 

40 

1475 

. 34 

68 

39 

50 

■ coppa 





(QadB A) LME 

Apr 

Jri 

Apr 

Jl 

1750 - 

. 103 

113 

38 

61 

1800 

. 74 

104 

57 

82 

1850 

. 51 

86 

83 

108 

■ COfTEE LRf 

Mar 

May 

Ifea 

May 

rva 

. ~ 

- 

- 


Mb 

- 

- 

- 


Ma 

. - 

- 

- 

- 

■ COCOA LiFFE 

toay 

Jill 

May 

JUI 

Ma 

- 

- 

- 

. 

n/a - — 

- 

- 

- 

- 

Ma 


- 


- 

■ BRERT CRIME ME 

Mr 

tar 

Mar 

Apr 

1350.. 

. 19 

- 

- 

- 

1400 .. 

- 

24 

169 

. 

1450 — 

• 

- 

218 

- 


CROSSWORD 

No,9,634 Set by DARCY" 


LONDON SPOT MARKETS 

■ CRUDE os. FOB (per finrae 


+W- 


May 70.69 +015 70.74 7055 7537 31515 

Jri 7153 +053 7155 71.45 3508 1B592 

Oet 7170 *030 7350 7355 10S 2,770 

Dee 7458 +0.12 74.70 7455 5545 21743 

Mar 7550 +Q.10 7555 7550 249 1501 

Trial 165*3 aoasB 

■ 0RAH6E JWCE HYCE OjJOOkg watoNri 


Dubai 5a.79-8.B8x -0.41 

Btond tritoO $1154-159 -0.49 

BwP BtaaJ (Hoy) SI 254-256 -048 

W.T1 51356057* -0545 

m m. rmoocts Mtcpramt mmiy creamai 









Hay 10956 -055 11020 10850 15S7 21.744 

Jri 111.70 -150 11110 11150 431 0893 

Sip 114m -150 115.75 11450 103 3515 

ton 11060 -1.30 11750 11B50 33 3,105 

-tea 11750 -130 11850 11850 30 1J0Q 

Mar 118.60 -1.30 12050 11050 25 756 

TW*I 1525 37514 


PRECIOUS METALS 

■ LONDON BOUJON MARKET 
ffifcaa auHriad by N M Rrindad) 


■ WATBRAL6AS FEQJMO tartet; yMMpnttKri 

Apr 1900 -0060 0950 0900 35 17T5 

Hay 8500- - 

Total 

■ lUIBRALGASNYiecnabOOOimBtuSAairitoJ 


PULP AND PAPER 

■ HtfEX OMLX (US; 2« at dry taa) 


25 1575 
no ii/oo 


SaWntoyrii 


Can * SR «p* 


Operiog 
Mqraingfl* 
AAtmoon fix 
Days Huh 
Oar's Lo* 
memoast 

Lacs Ltto Moeo 
1 aanlli 


175.780 433.412 

175528 434525 


Sprite 
ZBUO294.40 
3350 - 39 T 40 
29350 
29350 
2H.10-29440 

2B35MaOfi5 

moo-mjso 

Bald Lmdina Rriaa {Vs USq 

3.78 8 raertfis ITS 


JM 

Aug 

Sap 

Trial 


Mari Bay* 
pda t tenn i Hgh' 
2.145 -0010 2.175 
lies -0516 2500 
2.190-0510 2223 
2230 -0.000 2250 
2540-0518 2570 
2265-0503 2580 


Ofm 

In to U 

2140 20509 37.134 
2105 5,724 23528 
2190 2269 14502 
2230 803 12582 

2240 1559 12J83 
2260 336 9500 
33563201,767 


Salt Daria 


Open 

prin map Mph lor 

HM 

tat 

IA«r 487.00 -100 48750 487.00 

9 

138 

Jan 52223 +1.75 52108 32250 

27 

486 

Trial 

44 

70S 

HITCHES DATA 



M ftttm tota apiomm fir 0® 




DATA 


Open tamast and Vokm data ahovm tor cooermta 
trntod OS DOMEX, NYMEX. CBT, KYCE. CHE, CSCE 
and BE Crate (9 an ana day in arrears. Mtane 8 
Miw bus an tor of traded mom. 


-ITS 12 oanfcs 3.71 


3 IIMlBU - 
Shaar Fh 


.5.76 


■ ONLERDB) GASOUME 


3 oortha 
6 raaris 
1 year 
Grid Cries 
Kraganand 
Mask Leri 


(rtroy «. 

US cta'equi*. 

— 

36140 

'00725 


364.10 • 

605.70 


364.79 

604.10 

** 

36550 

691.10 

to«y 

5mai 

2 equl*. 

JM 

295-297 

17B-17B 

«M 



Ang 

99-73 

41-43 

Sap 

TOW 


Lateat Drirt Opea 

pda cteragi Htfi tnr W kt 

44.40 -CM 45.40 442012417 35394 
4550 -087 46.45 45.40 W19 312M 

46.40 -0.77 4725 4620 2.70 17234 
4755 -5.77 4750 4750 1584 12JB65 

47.40 -567 4&20 47 JO 631 8371 
47J0 -OS? 4*40 47 JO 7*14 7,489 

3U0S114J79 


Minor medaris fi**n Mriri Butetti 
European kn rrarttat, S par b In aariioum 
(tea week's In bradrats, where changed). 
AMhnonys 99.65%, $ per tonne, 1,670-1520 
(1540,-1569- Bamwth: rrin. 9959%. tome 
tats 350-350 (3.65555). Cadmium: min. 
9935%. cens a pound, 3050-3650 (3350- 
*030). Cobalt MS'bw nudwL n*v 99.8%, 
25JKMS.70: mh, 895%. 2000-2050. Mar- 
ennn min. 9959K. S par 76 lb BHk. 138-14& 
MabWanw drummed mriybdte eride, *55- 
4.45 (4.1IW.25J. g ria ri um: m 985%, :.70- 
250 (150-2,70). Tteigaten one standard min. 
65%. S pv tanna unit (10ka) WO* OF, 40-52. 
Vanadium irfn. 88%, CF, 9504190 (530- 
fl^SOL Iftanium NueMo uneeMcted aariiaroa 
wig. 930. • 


INDICES 

■ Beaten Baa; 18/9731 = 100 ) 


tori 17 Akr 16 — * a« year ago 

16875 16823 17255 19945 

CM Rrteraa (Base 1987 a 100) 


Premkin Gnolna 

SI 35-138 

-7 

6*8 (SI 

S114-11S 

■65 

Heavy Rid « 

$59-61 

-2 

MwMm 

5126-120 

-2 

Jet tael 

5124-125 

-45 

OtosM 

5117-118 

-55 

■ BATBHAL £AS J’nanrtwn) 


Bsctan (Apr) 

850-950 

■0.03 

MitaW 1 *. u*ax «nm jss sne 


■ and 



Odd (per «py <n* 

$294.15 

■0.10 

SB*er (per bay 

90755c 

-255 

Pwtam (per boy raj 

$397.00 

•350 

Madura (per trey nt) 

$276.00 

-450 

Coppr 

63.0C 


UBdfUSjeol) 

4550c 


IT (Kuala Lornpu) 

1951r 


tin (Hew Y<rt) 

2615 


Case (taa mm 

97.780 

+1408* 

Bwp (ha mwnl 

00550 

+1443- 

PlgB (tan nMMfflt 

7S54p 

+058- 

Lot. day sugar (rente) 

S2315D 

+050 

(padayaugarMi 

S26750 

+150 

Barter (Eng 

Unq 


Hate (US Nb 3 ftitow} 

£10950 


Wperi (US Dsk Marti 

Unq 



(W¥ 


Itar 16 to* 13 mi ago year apt 
22450 22538 

I ga Spot (Saw: 1970 H 1001 


'IS 


15150 161.80 


tori o onanaga year ago 


16758 


19530 


LKWflHMKE ETHOS (tamaffl 



Ataaatara 

-4875 

01 

SS 14 S 0 

MBBtamaMMy 

+820 

ID 

44,160 

taw 

- 1,400 

to 

3 SSJSS 

Land 

-473 

to 

101700 

McU 

+150 

to 

04590 

z m 

- 1.450 

to 

471278 

no 

-ISO 

to 

B 595 


(Wber (H.RS5IW) 
CoCTDrt 01 ffM)§ 
Prio 0 # (MriayJO 
Copra ms 

WMM' Mto 
woosops (G 4 s Stpot 


<7.75p 
47J5B 
Z7750n 
595. oy 


-750 

+105 

■255 


■055 


irirtoteriW i nriaair 
tpaHHarriaaraAs-T 
(Mac } Brin aan 

lAMHridplBMW 


S3825y 
1755 
68551 
378p 

i pwwtok e cearti rng0tf 
iteMfLadatotoaiStf 
'CawMrib tflteri a* 


ACROSS 

1 Joke about second graduate 
- one with logorrhota (g) 

4 Somewhat abrasive and 
starchy, upset when nurs- 
ing cold ( 8 ) 

9. 10 Appropriate gratitude 
shown by megastar? ( 6 , 1,71 

12 Second of ads vintner 
broadcast? Viewers may 
make a meal of it! (2.6) 

13 Old pm put off start of con- 
flict with Spain (6) 

15, 16 Close to discovery 

S i first experience, 

passionate (4-7) 

20, 21 Delighted to find where 
nursery child’s jumper 
went (4AA) 

25 Pot may be found in this 
jacket (6) 

26 Blake a meal of ft, deter. 

mined to stay out? (8) 

28 , 29 Miniaturised hearing 
o for “'“fc l°Vers (8,6) 

30 See endless lagers flow in 
snow of generosity (8) 

31 Appearance of volcanic fea- 

SSL"f® r ne arly 2,000 

years (6) 

DOWN 

1 Wo* with great energy to 
exploit capital {22,4) 

2 . 23 Conforming, someone 
promised payment fo? 
» i&? minent leada- (8-d) 

3 When one of the royals is 
m need of a response (6) 
“Ntert of space 

8SS5“- and ring ^ 


6 In mid-voyage, passengers 
f be disorien- 
tated (3A3; 

7, 18 ThiB dish should be hot 
011 rice, can go off 

8 Some machinery on derrick 
over there (6) 

Ilr WSli ’ . agitated 
a«out right pnnaples for 

14 S? 11 m0tlCm ^ 

17 5^ pete in a more Scottish 

18 S nmUty (8) 

19 See stake mount up before- 
Jmnd m this type of bet 

22 SiS.?! ayeir m scrum over 
Kngilsh line ( 6 ) 

23 Sees 

24 SL Ca ^.®v less "itical 

“ vo,ved 

27 Seen 








Solution 9,633 
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LONDON STOCK EXCHANGE 


Footsie holds on to record as Budget hits gilts 


MARKE T RffOR T 

By Steve Thompson, 

UK Stock Market Editor 

Wall Street's move to a new 
record on the Dow Jones 
Industrial Average on Mon- 
day, plus a surprise UK pub- 
lic-sector debt repayment 
last month, helped set the 
scene for a further surge In 
UK stocks yesterday. 

As the chancellor rose at 
3 -30pm to deliver his speech 
to the House of Commons, 
the FTSE 300 was confi- 
dently in excess of 48 points 
higher, having come within 
1 o paints of its all-time intra- 


day record, 5861.9, reached 
last week. 

As the chancellor sat 
down, the market finished 
only fractionally ahead of its 
pre-Budget level, but still 
sharply higher on the day. 
The FTSE 100 ended the ses- 
sion a net 49.8 higher at 
5.834J9- 

The FTSE 250, meanwhile, 
extended its record 
sequence, dosing 35 3 up at 
a new intra-day and closing 
high of 5,403.1. The FTSE 
SmallCap also made good 
progress, finishing 6.1 firmer 
at a record intra-day and 
dosing high of 2^66.0. 

Initial responses from 


dealers suggested there were 
no downside surprises for 
the market “It's early days 
yet but the market looks to 
be pretty happy with what’s 
happened. It seems to be a 
•people’s Budget 1 . In other 
words, there is nothing there 
that will really put the 
stockmarket on the floor, " 
said a senior salesman at 
one big European securities 
house. 

A counterpart at another 
of the fTont-Iine brokers said 
some observers were trying 
to disparage the Budget as a 
non-event, adopting the view 
that the market would not 
respond positively. 


But strategists at some of 
London’s top securities 
houses generally took a pos- 
tivie view of the speech. 
David McBain, UK strategist 
at NatWest Markets, said: 
“We’re quite positive about 
it It’s a Budget with nothing 
to frighten the market at 
first glance." 

On the other hand, Rich- 
ard Kereley. UK equity mar- 
ket strategist at CSFB, said: 
“I don’t think this Budget 
will calm the fears about 
another rate rise." 

A feeling that the chancel- 
lor had not been tough 
enough on the consumer by 
putting the pressure on mon- 


etary policy to slow the 
economy prompted the gilts 
market to fall during the 
speech. 

Before the cbancellor 
spoke, the 10-year gilt was 
around a quarter of a point 
ahead. It finished around IQ 
ticks off. 

Sterling rose two pfennigs 
against the D-Mark on expec- 
tations of further rate rises, 
a move which may not help 
exporters when trading 
starts today. 

Before the market focused 
on the chancellor’s speech, 
dealers shuffled their feet at 
the outset of trading, ner- 
vous about the Budget pros- 


FISEAJHSharelwiw 
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pects, but then ran stock 
prices sharply higher as eco- 
nomic data received an 
enthusiastic response. 

The public sector debt 
repayment of £l-9bn came as 
an upside surprise to the 
market, which was looking 
for a ELibn deficit And deal- 
ers said the repayment news 
more than offset the rather 
disappointing inflation fig- 
ures, which showed the core 
figure edging up to 2.6 per 
cent an the year. 

Turnover In equities was 
not unduly affected by the 
speech; at the 6pm cut-off, 
total volume was 925m 
shares. 
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Warning 

knocks 

Booker 

COI^ANlESRffORT 
Sy Joel KBiazo, Martin Brice 
and Peter John 


The UK Budget failed to 
shield the market from a 
spate of bad news in the 
form of two profit warnings. 

Hopes of a recovery in 
foods group Booker pre- 
vented a sharp retreat in the 
company's shares after it 
posted a triple dose of bad 
news. 

The company not only 
issued its second profits 
warning this year bat also 
announced the departure of 
the chief executive and said 
cost savings from one proj- 
ect would only come a year 
later than initiall y indicated. 
In a strong market, the 
shares eased S to 241p. 

However, Carl Short at SG 
Securities remains hopeful 
about the company’s future. 
“I think there are a n umb er 
of good businesses in Booker 
waiting to get out The hope 
is the (announced) strategic 
review will help to hasten 
the process," he said 

In the case of clothing 
maker Claremont Garments, 
the warning actually came 
during the chancellor’s 
speech. The company said it 
was set to incur a loss far 
the year in excess of film. 

It added that there would 
be no dividend, and the 


results would be postponed 
until an auditor's report was 
finalised. The shares suf- 
fered the biggest foil in the 
market, declining 40 per 
cent, or 34 to 5lVip. 

Oil stocks failed to partici- 
pate in the market's rally as 
they remained bogged down 
by the persistent weakness 
of the oil price. Brent rallied 
slightly but the April con- 
tract was still barely above 
$12 a barrel. 

BP, which is most exposed 
to oil prices, slipped 12V* to 
813'Ap while Shell Transport 
dropped 4% to 422Kp. Explo- 
ration and production stocks 
were also weak despite sup- 
port from Merrill Lynch, 


FT 30 INDEX 


which issued a note on 
Lasmo and Enterprise 

Merrill la positive on the 
fun dam entals of both stocks 
but favours Lasmo because 
it says the company’s explo- 
ration programme is in full 
swing while Enterprise is 
building momentum. Lasmo 
ended marginally lower at 
271%p and Enterprise fell 7% 
to 5351ip. 

Engineering stocks 
marched on as results from 
Charter eased investor fears 
over the effects of Asian tur- 
moil. The advance was nota- 
ble for taking place despite 
the continued strength of 
sterling against the dollar 
and D-Mark. 


Best and worst p er f orm i ng sectors 
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YOU'RE SITTING ON 
A TIMEBOMB 


Solving the 
Year 2000 
Problem 


WHAT ARE YOU 
THE 

The year 2000 problem 
will cost business billions 
of pounds. Even a medium 
sized IT department could 
have a final bill of around 
£3 million. Time is running 
out. The problem will not 
go away. And the longer you 
leave it the more it will cost 
you. But where do you start? 

What will ii cost? What 
problems He ahead? 

'Solving the Year 2000 
Problem' - one In a series 
of FT Management Briefings. 

This is the essential 'must 
read' guide for everyone 
facing this uftra-hot issue. 

With it, you can minimise the 
threat and tackle the problem, 
before your vital systems come 
grinding to a halt. 

Authoritative, jargon-free and extremely practical, 
it outlines the 
steps you need 
to take NOW 
to solve the 
challenges 
you'll confront. 


We'll send jrou tuntier detail* 
ot other FT Management Bunting* 


GOING TO DO ABOUT 
YEAR 2000 ? 






, O ROB R N O W 

£4 9 * 


What does the Management 

Briefing explain? 

■ When each of your systems 
will foil. 

• How you can avert disaster. 

• Why the cost will increase the 
longer you leave iL 

• How you can lessen the 
financial impact of a Year 
2000 Project 

• What action you need to 
take now. 

• What tests to use to ensure 
that your systems are robust 

The Year 2000 is looming. The cost 
of leaving it any longer could be 
a whole lot more than the cost of 
this briefing. 

So reply today to receive • Solving the Year 2000 Problem'. 

► FAX your order to: 01704 506723 

► CALL our order hotline on: 01704 508080 

► E-MAIL US AT: pitman .sbu ^distribution .pearson-pro.com 

► COMPLETE & POST THIS FORM TO: 

Financial Times Management, FREEPOST, LON 8663, 
Southport, Merseyside PR9 9BR, 

‘Money bad, wishing 2B dan if not 100% uiMled. 



Charter shares, which had 
underperformed by about 37 
per cent in the past 12 
months, achieved one of the 
better advances in the FTSE 
250 as they rose 16 l A to 
681 Kp. 

The results were received 
positively, with Geoff ADum 
at Henderson Crosthwaite 
adding about 3 per cent to 
forecasts for the year. 

Estimates for the year put 
the stock on about 10 times 
earnings, with analysts say- 
ing the company expects 10 
per cent growth at its How- 
den subsidiary. 

GKN benefited foam strong 
results last week, and rose 
24 to U&25. Glynwed. which 
has results on Tuesday, 
gained 9V4 to 253‘/«p. 

Rubicon, the small engi- 
neer. continued to benefit 
from a disposal and rose lift 
tol97VVp. 

Nycomed Amersham fell 
27 to £22.65 on news that a 
US subsidiary Is involved in 
a legal suit Perkin-Elmer of 
the US launched a counter 
claim against Amersham 
Pharmacia Biotech ratchet- 
ing up a patent Infringement 
action that began a few days 
earlier. 

Analysts said the most 


• YES. I to lam die vital vepi m solving rtw yea* 7000 litnebtwnb. 

Please send me -Solving the Yeti 7000 Problem' lor just 149 '.my raaitry back 
* idiin 16 days if not 100% happy I, atoag wilh priority details of other titles in the 
FT Management Briefings series. 

MrtMniMk&rMt: Initials:, Surname: 


Companv: . 


HOW DO YOU WANT TO PAY? 

Cheque tor £49 (payable to financial Times Management) 

Please Invoke me/my oiBaniMttoa MaHeieanWiu/Amcs Iplrasegivc details! 
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Card Holder's Name Lsprry Date: ^ , — j~"T | 
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likely scenario was an agree- 
ment between the two com- 
panies but the wrangling 
could carry on for much of 
this year and overshadow 
the stock. 

Zeneca recovered in early 
trading from Monday’s slide 
but the pressure from sev- 
eral broker sell notes bore 
down on the stock. 

It retreated from the high 
of the day to close 
unchanged at £26.00. ABN 
Amro was repeating its 
“sell’* stance yesterday. 

Wolseley worst 

Wolseley suffered the 
worst performance in the 
Footsie after first-half 
results flat and below most 
expectations. The company 
warned that margins were 
under pressure in its US 
operation. However, the divi- 
dend was up 6 per cent at 
3.5p, as expected. 

The shares lost 53'A to 
451Vbp in volume of 8m. 
Among other downgrades. 
Steve Chamock at Charter- 
house Tilney cut his fore- 
casts from £283zn for the 
year down to £270m. 

Publisher Dorling Kind er, 
sley lost 9% at 219p after 
sharply lower profits. Darl- 
ing said it faced a challeng- 
ing year due to the pound’s 
strength and the tough mul- 
timedia market. 

Energy Group was the 
most actively traded UK 
stock after Merrill Lynch 
raided the market on behalf 
of Texas Utilities. 

Dealers said the broker 


bought 38.6m shares or 7-5 
per cent at the bid price of 
840p. Final turnover reached 
44m and the shares dipped 
IV. to smp. 

HSBC fell 32 to £18-53 with 
the market fretting about a 
rumour that the bank is 
poised to make an offer for 
JP Morgan. UK analysts 
were broadly sceptical but in 
New York, late on Monday, 
JP Morgan shares touched a 
new high of $131 A. helped by 
a UBS comment that the bro- 
ker would not be indepen- 
dent in a year's time. 

Halifax said it bought 
back 870,000 of its shares at 
just over 912p each- The 
shares gained 5 % to 915V4P. 
The trade was worth Just 
under SSm. 

A post-results “buy" note 
from SG Securities helped 
Reck? ft & Column improve 
17V, to £1X17. 

The revelation in the Bud- 
get that there is to be no 
increase in duty on spirits is 
expected to boost several 
stocks in the sector today. 

Dealers said the news had 
come too late for stocks in 
the sector to respond yester- 
day. Burn Stewart Distillers 
closed unchanged at 29&p, 
while shares in the Highland 
Distilleries eased 1% to 261p. 
Glenmorangfe ‘A’ surren- 
dered 5 to 825p. 

Little effect is expected on 
sector leaders such as 
Diageo and Allied Domeq 
which derive only a small 
part of their profits from the 
UK. Shares in the latter 
closed 314 up at 581 !4p. 

Favourable press comment 
helped boost hotels and bet- 
ting company Ladbroke The 
shares put on 16% to 337Y«p, 
making than the b est per- 
formers in the FTSE .100. 

Late baying of spirits 
giant Diageo helped the 
shares recover from early 
profit-taking following the 
publication of results in line 
with market expectations. 
Having declined to a day's 
low of 655p, the shares recov- 
ered to aid 16 up at 684p. 
Turnover reached 53m. 
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Cautionary note hangs over record-setters g ra ^j bargains 
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reverse slump 


WORLD OVERV IEW 

European equity markets 
continued to be swept along 
on a magic carpet ride. Wall 
Street's overnight foray into 
uncharted territory, and pos- 
itive corporate news, kept 
•Frankfurt and Paris at 
writes Michael Mor- 


gan. 

■ -While the Dow's easier 
tone In early trade yesterday 
Caused some temporary hesi- 
tation. Amsterdam. Brussels, 


Copenhagen. Helsinki, 
Milan, Madrid and Stock- 
holm also managed to 
extend their string of record- 
setting closes. 

But while investors 
remained exuberant, a note 
of caution was sounded by 
Joe Rooney, global strategist 
at Lehman Brothers. He 
argued that the tall winds 
from the Aslan crisis which 
have swept global equity 
markets to new highs have 
left the valuation levels in 


the US and the Euro zone 
looking stretched. 

As a result, and in the 
absence of a further sus- 
tained rise in bonds, global 
equities looked vulnerable. 

Mr Rooney said that the 
slowdown in economic activ- 
ity that would result from 
stronger Asian exports had 
yet to materialise. 

This, together with a fall 
in demand from oil-produc- 
ing countries, could provide 
the catalyst for a setback to 


equity markets. "The alter- 
native. that the US and 
Britain do not experience an 
Asian-induced slowdown, 
would be worse for global 
equities since it would 
remove the prospect of the 
support from the US trea- 
sury market that we expect 
and that equities need,” said 
Mr Rooney. 

Athens had another 
euphoric day. The general 
Index, up 7.3 per cent on 
Monday, jumped another 5.3 


per cent in response to the 
weekend announcement of 
the drachma's devaluation 
and entry into Europe’s 
exchange rate mechanism. 
The market is now within 3 
per cent of its all-time high. 

“The timing of the 
announcement could not 
have been better,' 1 said one 
US pension fund manager. 
“We have been starting to 
see some new money flowing 
into the European emerging 
markets. The news from 


Greece made the market 
natural buy." 

But Nicholas Georgiadis. 
head of research at Omega 
Securities in Athens believes 
that valuations are begin- 
ning to look stretched and 
expects profit-taking to 
emerge in coming days. 

The market would want to 
see some concrete evidence 
that the government was 
achieving its economic goals 
before investors pushed the 
market higher still, he said. 


Dow falters 
as tech stocks 
pull back 


Telecoms lift Paris to record 


EUROPE 


AMERICAS 

Wall Street pulled back in 
morning trade as the tech- 
nology sector was hit by a 
sharp sail -off, writes John 
Labate in New York. 

With valuations nearing 
historic highs, many inves- 
tors adopted a cautious 
pproach after Monday's 
rises. Expectations for 
the first quarter have turned 
to leas than 2 per cent 
growth year on year when 
S&P 500 valuations are 
above 22 per cent, based on 
1998 earnings, said Bill Mee- 
han. chief market analyst at 
Cantor Fitzgerald. "That's 
extraordinarily expensive." 

” By midsession, the Dow 
Jones Industrial Average 
had lost 1205 to 8,705 JO, up 
from its lows for the morn- 
ing. Hie broader Standard & 
Poor's 500 was down 3.57 or 
0.33 per cent to 1,075.70. 

• The thrift banking sector 
received an early jolt from 
an announcement that 
Washington Mutual had 
agreed to a takeover of ELF. 
Ahmanson in a $l(Sbn stock 
swap. Ahmanson’s shares 
soared more than 18 per cent 
or 8125S to 877% while Wash- 
ington Mutual edged 
higher to $71ft. 

Most banking shares pal- 
led back, with the Philadel- 
phia stock exchange's index 
of key bank stocks failin g 
2.13 to 831.36. 

A report showing contin- 
ued strength in the housing 


market was largely shrugged 
off by the Treasury market 
The continued downward 
drift in oil prices helped to 
send bond prices higher and 
by midday the 30-year Trea- 
sury bond, the benchmark 
for short-term Interest rates, 
was A higher to 103ft, yield- 
ing 5.863 per cent 

The technology sectors 
were down especially weak 
and the Nasdaq composite 
index lost 16.34 to 1,771.84. 

Among computer network- 
ing shares, Bay Networks 
was lower at 525ft after 
analysts at Sound view 
Financial lowered its earn- 
ings estimate. 

Most major semiconductor 
shares also traded Bharply 
lower. Micron Technology 
slid $2Vi or more than 7 per 
cent to $31%. Industry leader 
Intel lost $lft to $75%. 

TORONTO turned lower in 
early trading, with the 300 
composite Index off 21.18 at 
7,406.70 at midsession. 

Banks remained robust, 
but golds stayed dull- Royal 
Bank of Canada added 45 
cents to C885.S6 and Bank of 
Montreal 25 cents to C$70.50. 
Barrick Gold shed 45 cents 
at C$27.95. 

The broader markets were 
equally mixed. Ballard 
Power jumped C$7 to C$172 
on news of an equipment 
contract from General 
Motors of the US. 

Inco fell 55 omits to C$27 
following a downgrade from 
PaiseWebber. 


Shares powered to a fresh 
record in PARIS, shaking off 
a clear case of earnings dis- 
appointment at both LVMH 
and Michelln. The surge 
lifted the CAC 40 index 63.37 
to 3,661.63 for a three-day 
gain of 4 per cant 

Heavyweight France Tele- 
com supplied most of the 
underpinning. The shares 
surged FFr21 or 6.4 per cant 
to FFr347.50 In turnover of 
FFrl.OSbn ahead of tomor- 
row's results, extending its 
powerful run this year to 
more than 60 per cent 

Lagardfire added FFrlG.4Q 
to FFr242.50 on news that 
the group's Internet talks 
with France Telecom, 
announced last November, 
had been "widened”. 

Axa-UAP, which also 
reports tomorrow, jumped 
FFr25 to FFr638. 

In contrast, LVMH Indi- 
cated a weak start to 1998 

France Telecom 
Share prka and Indax (rebaaad) 
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Mexico City fears cuts 


MEXICO CITY continued to 
fret about the prospect of 
Another round of govern- 
ment spending cuts in the 
wake of weak oil prices. 

Talk of a rise tor money 
market rates also held senti- 
ment in check. The IPC 
index was off 3B7 at 4,71997 
at midsession, 

;SAO PAULO traded nar- 
rowly in light turnover far 
most of the morning. 

■ Telebrfs came off R$0.05 to 
R814895, hut moat leaders 


held on to their improved 
overnight levels. At midses- 
sion, the Bovespa index was 
up 59 at 11,66a 

CARACAS was affected by 
continuing concerns over 
weak oil prices. Investors 
also remained sidelined by 
worries over technical prob- 
lems an Monday which pre- 
vented stock price and index 
up dating . ■ 

At midsession, the IBC 
Index was down 183.67 or 2A 
per cent at 7,21825. 


Profit-taking hits early gains 


nummm_ 

Shares in Johannesburg 
pared early gains after a late 
wave of profit-taking cut the 
increase on the all-share 
Index from 1 per cent to 0.1 
per cent 

"‘-At the dose, the all share 


was up 11.6 at 7,293.9. Indus- 
trials added 419 to 8,622.4, 
but golds drifted on the back 
of dull bullion. Golds slipped 
169 to 709.7. 

Dealers described the ses- 
sion as volatile with activity 
buoyed by Friday’s deriva- 
tives expiries. 


sales and gave up FFr29 at 
FFr1944. Michelln tumbled 
steeply after 1997 figures fell 
significantly short of broker 
estimates amid signs of 
shrinking operating mar- 
gins. 

The shares, a strong mar- 
ket for most of this year, 
were suspended limit down 
at one stage. They ended off 
FFr39.60 or 9.7 per cent at 
FFr369.30 in turnover of 
FFrL08 bn. 

FRANKFURT continued to 
probe record highs with a 
firm tone set by upbeat earn- 
ings and positive pressure 
from the derivatives markets 
ahead of Friday’s expiries. 

After last week's disap- 
pointments from Hoechst, 
both Bayer and BASF helped 
to restore investors' faith in 
the chemicals sector. Tele- 
coms tons took heart from 
Ron Sommers, chairman of 
Deutsche Telekom, who 
described early trading this 
year as “positive". 

Bayer and BASF gained 65 
pfg to DM79. BO and DM125 
to DM74.40 respectively. 
Telekom added DM2.06 at 
DM41.56 and Daimler-Benz 
responded to an upgrade to 
market outperformer by 
Goldman Sachs by rising 


DM4.70 to DM167.10. It all 
helped lift the Dax 16.08 to a 
record 4945.91 at the dose of 
electronic trading. 

Bumper results for Conti- 
nental triggered profit- 
taking the shares wmw 
off DML05 to DM46.60. 

Among lesser caps. Tar- 
kett surged DM5 to DM52 on 
talk of a buy recommenda- 
tion by Deutsche Morgan 
Grenfell. 

Local broker Kling, Jelko 
and Dehmel made a spar- 
kling debut Against a flota- 
tion price of DM100, the 
shares ended at DM235. 

AMSTERDAM witnessed 
another busy session for 
firuaneiflig ahead of tomor- 
row’s figures from insurance 
leader Aegon, and the AEX 
index ended 2.55 higher at a 
record 2,21928. 

Fortis Amev rose FI 4.80 to 
FI 12890 for a two-day gain 
of 7 per cent while Aegon 
added FI 1 to FI 256.50. At 
ABN Amro, 9.5m shares 
changed hands and it ended 
80 cents higher at FI 47.70. 

Internationals though 
were mixed, not helped by a 
slightly softer dollar. Philips 
shed El 3.30 to FI 14990 after 
going ex-dividend and Royal 
Dutch gave up FI 1.90 at 
FI 111.70 as investors 
watched . Brent Blend, the 
global marker price tor oil, 
slip close to $12 a barrel. 

Doubts about tomorrow's 
results statement left Ned- 
Uoyd Fll lower at FI 4790. 
Publishers were uniformly 
dull. Walters Kluwer was the 
laggard in the sector, sliding 
FI 6 or 2 per cent to F129&60. 

ZURICH pulled back for a 
second straight day as 
Novartis came under pres- 
sure when its 1997 results 
came in at the lower end of 
expectations. 1116 SMI index 
gave up 24.7 at 7236.5. 

Novartis lost SFr48 to 
close at SFX2.655 in spite of 
its report of a 43 per cent 
rise in 1997 net profits. 

Roche certificates 
recouped SFr60 to SFrl6,900 
after Monday's SFr815 
plunge on news that the US 
authorities could not make 
up their mind whether to 
approve a new anti-obesity 
treatment 


CS Group eased SFrl90 on 
profit-taking even though its 
1997 results turned out bet- 
ter than many had expected. 

MADRID ended at a fresh 
closing high on bargain- 
hunting among second-tier 
blue chips. The general 
index rose 1.S6, or 0.9 per 
cent to 828.58. 

Telefonica rose Pta50 or 0.8 
per cent to Pta6920 as share- 
holders approved its reor- 
ganisation through the spin- 
off of units and expansion 
abroad. 

Shareholders also agreed 
to a 117m share capital 
increase to fund overseas 
investments. 

MILAN saw earlier gains 
wiped out by a sell-off trig- 
gered by a plunge in Olivetti 
shares, but it managed to 

post mar ginal gains to close 
at a record. 

The Mlbtel index, which 
rose to 22999 at one stage 


during the session, ended 29 
higher at 22218- 

Profit-taking hit Olivetti, 
which tumbled L100 or 4 per 
cent to L2290. The shares 
had risen almost 25 per cent 
in the last week on specula- 
tion chat the company could 
become a takeover target. 
Marines mann of Germany is 
widely seen as a possible 
predator. 

COPENHAGEN closed at a 
record high as trading in 
telecommunication s hares 
dominated activity. 'Hie KFX 
index rose L17 to 231. 

TeleDanmark, which ral- 
lied on Monday thanks to 
analysts' buy recommenda- 
tions, lost its earlier gains on 
profit-taking and closed 
unchanged at DKr570. 

Rival telephone group GN 
Store Nord dosed op DKr6 
to DKrISO ahead of its 
res ults a nnouncement today. 

ATHENS celebrated the 
drachma's devaluation and 
ERM entry for a second 
straight session, which saw 
the general index add to 
Monday's 7.3 per cent rise 
with another advance of 
87.68 or 5.3 per cent to 
1,73797. 

ftanin; .inn industrials led 

the way with rises of 6.6 per 
cent and 3.5 per cent respec- 
tively. while construction 
stocks were sharp under- 
performers with a decline of 
29 per cent 

Written and edited by 
Michael Morgan, Jeffrey 
Brown. Emiko Terazono, 
Peter Hall and Paul Gregan. 


The sight Of 
investors returning to Brazil 
after their hurried departure 
in the wake of the Aslan cri- 
sis has buoyed the stock 
market this month. 

But In spite of what looks 
like a huge vote of confi- 
dence - total capital inflows 
were a massive $5bn In Feb- 
ruary - analysts say the 
return is still tentative, and 
Brazilian stocks are unlikely 
to benefit from the migra- 
tion out of Asia until more 
progress is made on tackling 
the budget and current 
account deficits. 

Most of the new portfolio 
money has been attracted by 
Brazil's sky-high Interest 
rates. Although base rates 
were cut to 28 per cent two 
weeks ago from a peak of 43 
per cent, they remain 
extraordinarily high. 

The flow of money enter- 
ing Brazil through the cen- 
tral bank's Annex IV agency 
- used for investments in 
stocks and other variable 
instruments such as deben- 
tures and derivatives - is 
more modest. 

The net inflow in February 
was $632. 7m. an improve- 
ment on the $365. lm that 
entered in January, but a far 
cry from the $292bn that left 
Brazil via Annex IV from 
October to December. 

Nevertheless, the trend is 
positive. The Sfto Paulo 
stock exchange fBovespaj 
says foreign inflows in the 
first 10 days of March were 
R $54 l.5m ($47Sm), after 
R$6G8.3m in the whole of 
February. 

"It's the beginning of a 
return but the volume still 
isn't big,” said Fabio de Oliv- 
eira of BankBoston Asset 
Management in Sfto Paulo. 

Investors who left Brazil 
last year were returning, 
cautiously, for two reasons: 
to buy Brazil risk In the 
form of big blue chips such 
as Telebrfis, the telephone 
holding company due to be 
privatised this year, or - in 
the case of more dedicated 
Investors - to pick bargains 
among the second-tier stocks 


thatlost; 

Asian crisis 

Carlos Kawall, chief ecoco- 
mist at Citibank to Mq 
Paulo, sees some walj®*- 
tkm from Asia am ong 
funds now that recoveries m 
markets such as Korea 
appear to have run o ut Qt . 
ataam. But he does not imag- 
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ine this will turn into a sig- 
nificant migra tion, at least 
to the medium term. 

"There is some si gn of 
improvement in the currant 
account deficit," he said, 
"but the fiscal figur es for 
1997 were awftii, much worse 
than the most negative pre- 
dictions, and that will make , 
international investors vary 
cautious." 

General elections in Octo- 
ber would lead to another 
high deficit in 1998. 

So far. the mood in Sfto 
Paulo remains bullish. By 
Monday, the Bovespa index 
had gained 7 per cent this 
month and 12 per cant since 
the start of the year. 

The resumption next 
month of Brazil's enormous; 
privatisation programme, 
with the sale of Eletropaulo, 
an electricity distributor, 
should be an added tonic. 
But Brazil’s twin deficits 
make it still vulnerable to 
shocks from overseas. Until 
they are dealt with, there Is 
a limit to how tor perceived 
risk can fafl. 

Jonathan Wheatley 


Manila extends advance to 3% 


ASIAPACIFIC 

Shares in MANILA pushed 
higher, extending the gain 
on the composite index to 3 
per cent In two days with a 
rise of 45.71 to 223993. 

Volume rose strongly with 
turnover topping 2bn pesos 
against 1.45bn on Monday as 
the market appeared to get 
wind of the IMF agreement 
announced after the close. 

■The peso hardened on the 
foreign exchanges and, amid 
talk of lower interest rates, 
property shares rose 
strongly. C&P Homes gained 
GO centavos to 3.60 pesos. 

- TOKYO was listless. Trad- 
ing was minimal in spite of 
Wall Street's overnight 
record as investors awaited 
further details of the expec- 
ted economic package, writes 
Paid Abraham in Tokyo. 

The Nikkei 225 average 
ended 0.8 per cent or 136 
higher at 16997 after trading 
between a session peak of 
17.061 and low of 16944, 
-'Analysts said the market 
was waiting to see the scale 
Of the package and whether 
permanent tax cuts would be 
included. There was little 
reaction to the announce- 
ment oT a new governor of 
the Bank of Japan. 


Turnover remained dull, 
with just 3BOn shares traded 
on tbs first section of the 
exchange. The Toplx index, 
representing the whole first 
section, closed up 2 or 0.16 
per cent at 1269. There was 
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little momentum either way, 
with 563 shares up, 515 down 
and 173 unchanged. 

Property companies were 
among the worst performers, 
following Monday’s profits 
warning by Mitsui Real 
Estate, which was the big- 
gest toller of the day, down 
Y92 or 9 per cent at Y908. 
Mitsui Fudosan, a related 
company, fell Y30 to Y1940. 


Telecom stocks dropped 
mare than 3 per cent NTT 
fell Y40.OO0 or 39 per cent to 
Y1 ,090,000, Japan Telecom 
fan Y40.000 to Yi.080,000 and 
DDI L3 per cent or Y 8,000 to 
Y326.000. 

Yamal chi Securities, the 
failed broking company, was 
the most heavily traded 
stock with 26m shares 
chang in g hands. The activity 
was sparked by rumours of a 
possible distribution after 
the business is wound up. 
The shares ended unchanged 
at Y3. In Osaka the OSE 
Index closed up 55 at 16900. 

SYDNEY moved strongly 
ahead with the overnight 
bounce on Wall Street send- 
ing the insurance sector 
higher and lifting shares in 
News Corp. The All Ordi- 
naries index ended 372 or 1.4 
per cent ahead at 2,767.17. 

Insurance shares jumped 
2.9 per cent with National 
Mutual adding 10 cants to 
A$3. News Corp rose 36 cents 
or 3.6 per cent to A81Q.45, 
Among resource stocks, BHP 
gained 17 cents to A815.83. 

SEOUL fell 22 per cent as 
a stronger won prompted 
foreign investors to cash in 
profits. 

The composite index last 
13.37 to 51591 as the foreign 


sales unsettled local institu- 
tional investors. 

Daewoo Heavy Industries, 
Won550 lower at Won825Q, 
and Commercial Wanit, down 
Won40 to Won2J65, were 
heavily sold by overseas 
Investors, while core blue 
chips slumped on institu- 
tional selling. Samsung Elec- 
tronics lost Won3200 to 
Won8l,800, while Pohang 
Iron and Steel fell Won4200 
to Won67,000. 

JAKARTA closed margin- 
ally highar as a sharp toll in 
Telkom offset gains in sec- 
ond-tier wwip*iw<wi - On the 
political front, the new cabi- 
net's meeting failed to affect 
sentiment and the composite 
index rose 125 to 512.14, 

Telkom fell Rpl50 or 3,5 
per cent to Rp4,l00 after it 
reported poor earnings. 
Astra was actively traded, 
dosing up RpTS at Rpl900 
after the company's presi- 
dent commissioner. Bob 
Hasan, who is a close friend 
of President Suharto, was 
appointed trade and industry- 
minister. 

KARACHI plunged 39 per 
cent as individuals with long 
positions squared out of the 
market on settlement day. 
The KSE 100 index closed 
6L42 down at 1,62622. 



Swire Pacific 


“Although 1998 will be a difficult year, 
the Group is in good financial condition 
and is well placed for the future.” 


FDA Sutch 

Chairman, Swire Pacific Limited 
Hong Kong, 13th March 1998 


HIGHLIGHTS 

1997 

1996 

Change §| 

Profit attributable to shareholders 

US88S6M 

US$981M 

-13% g 

Investment property portfolio 

US$10 r 531M 

US$11, 595M 

-9% ii 

Net assets per share 

US$7.56 

US$6.15 

.7* 1 

Earnings per share 

USC54L4 

US$61,9 

-12% 9 

Dividends per share 

US$22.7 

US$22.7 

- - fc 


Notes: 

1. Amounts per share refer to 'A’ shares. Entitlements of 'B' shareholders are in orooartinn 1 _ 

with those of ‘A 1 shareholders. 1 lo 5 Spared 

2. All the above figures have been translated from Hong Kong dollars into United States dniisr* a + 

rate of US$1 * HKS7.80. aT an Bxdian ee 

3. Dividends are declared in Hong Kong dollars. 


Appointments 

Advertising 


appears in tfea UR adman avary 
Wednesday a Thursday and In im 
•"•“■ eSonal odRhn e*wy Pride*. 

Per fattier liPuwuailBn ptoaMoaJl: 

Tci? FMwvCnfta on 
+440171 ff» 4027 


PERSONAL 


PUBLIC SPEAKING 

Training and qpeoeh wiMng by 
word waving speaker, 
fra toon tea 
Tel: (01727 061133) 


Notice „ ,nmm 

March IB. ) 




